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ONGRESS, essentially, is preparing to do 

A this: continue, even enlarge, total Gov- 
ernment cash outlays; balk at new taxes to 
help cover those outlays. 

Today's outlook on the expenditure side is 
as follows: 

Cost and scope of social security will be 
broadened to start a health program, to ex- 
tend old age insurance coverage, to increase 
aid to dependent children. 

Cost of farm aid will be increased. Un- 
budgeted income parity payments will be 
continued. Pressure is great to “do some- 
thing” more for cotton and wheat. 

Cost and coverage of WPA will be reduced 
more nearly in line with White House ideas; 
Jess nearly in line with temporarily success- 
ful House economy group. 

Cost of national defense will be stepped up 
one-third compared with the present year. 
The Army and Navy are to write their own 
ticket. 

Today’s outlook on the tax side to help 
cover rising costs is as follows: 

Much less than a 50-50 chance exists that 
Congress will vote to tax income from State 
and local securities, and income of State and 
local officials. 

Next to no chance exists that Congress will 
approve processing taxes to meet increased 
farm aid costs. White House and Treasury 
view is: Consumers already pay too many 
taxes. 

Slightly less than a 50-50 chance exists that 
Congress will favor a special tax to help meet 
increased costs of national defense. Some 
support is developing for a special national 
defense surtax. 

Therefs an even chance that middle bracket 
incomes from $10,000 to $100,000 may be taxed 
more heavily through higher surtaxes. 

Some loop-hole closing and rate raising for 
inheritance taxes is an even chance. 

Prospective added revenue will be far Jess 
than the half-billion wanted. 

* * a2 

Important store is to be placed in Harry 
Hopkins-business leader conferences. 

The Commerce Secretary is acting under 
definite White House orders to seek to 
compromise Government-business disputes. 

Domestic “appeasement” in the interest of 
recovery and of more internal unity is the 
goal. Mr. Hopkins will speak with authority 
in detailing administration terms; will be 
able to back any promises with performance. 

Re-study of Government-utility relations 
is to be a major first task. An attempt at 
finding a basis for C. I. O.-A. F. of L. truce 
ison the agenda. The President is convinced 
that business leaders now accept major New 
Deal objectives; can be counted upon to help 
smooth off rough edges of existing laws. 

* * * 

World events are to exert increasing in- 
juence on domestic policies. 

Guam will bob into the news more and 
Authorization for a naval base will 
represent a determination to keep an Ameri- 
can foot in the door to Asia. Past naval and 
military strategy called for defense east of 
Hawaii. Guam calls for a line far to the 
west, in the heart of Japanese communica- 
tions, 

Mexico increasingly is to become a Latin- 
American sore spot. Oil is tying Mexican 
and totalitarian economies closer together; 
upsetting Mexican-American trade; threaten- 
ing troubie, 

Loans and an easing of exchange diffi- 
culties are to be involved in coming Brazil- 
ian-American talks. Loans and an easing of 
the embargo on Argentine beef may be the 
road to better Argentine-American relations, 
now somewhat strained. Barter opportuni- 
hes strengthen German-Italian moves in 
Latin America. 

Exit of Hjalmar Schacht as German Reichs- 
bank president opens the way to more radical 
financing measures inside Germany; more 
\etive barter trade drive outside. 

A fascist Spain would place European de- 
mocracies at an immense strategical disad- 
vantage and adversely affect relations of this 
country with Latin America. 
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Help Wanted 


BY PRIVATE INDUSTRY— 


for 2,500,000 jobs 


opening between Oct. 1938, 2 





and June, 1939. 
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Situations Wanted 
BY] 200,000 


WPA WORKERS 
released from jobs 
between Oct., 1938, 
and June, 1939. 
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New Jobs in Industry for Old Relief Jobs; 
Why Business Lags.in Absorbing WPA Workers 


pA industry is employing a million and + these workers represent the most efficient or + would be nearly three times its present size. 


a quarter more workers than it employed 
four months ago. 

In the same period the Government, through 
WPA, has reduced its employment of relief 
workers by two hundred thousand. 

Looking ahead five months, the 
ment’s employment forecasters estimate that 


Govern- 


private industry will employ another million 
and a quarter workers. 

In the same future period, President Roose- 
velt and the WPA administration are propos- 
ing that employment on WPA be reduced an 
additional three hundred thousand. 

Thus, an expected nine-month increase of 
two and one-half million in private employment 
would be followed by a half million decrease in 
public employment through work relief. 


CONGRESS’ PLANS FOR WPA 


The House of Representatives would go 
farther and cut three quarters of a million jobs 
from WPA in addition to the half million cut 
proposed by the President. The Senate is being 
asked by one of its sub-committees to compro- 
mise between the President and the House. 

If the House plan should be accepted the job 
cut in WPA over a nine-month period would be 
one million and a quarter. Industry’s added 
employment for the same period 
be two and one-half millions. In other words, 
industry is likely to add twice as many workers 
as WPA would fire under the most drastic plans 


proposed. 


is expected to 


This raises the question: How is it that em- 
ployment in private industry can increase im- 
portantly without having an automatic and 


corresponding effect on WPA employment? 
An answer to that question is provided by 


the existing unemployment situation in the 


United- States as reflected by Government 
figures. 
TEN MILLION STILL JOBLESS 
The White House is told that even after pri- 


vate igdustry has absorbed one and a quarter 
million workers who unemployed four 
months ago, there still remain approximately 
ten million individuals who are out of work in 
private industry who want work. 

Of this ten million, slightly more tha 
million now are employed by WPA. 

That leaves seven million to get along on 
their own the 
relatives, or on direct relief by State and local 
ment ins 


were 


n three 


resources, or on resources of 


governments or on unemplo) urance 


payments. 

WPA 
tends, in adding to employ 
laid off last because 


officials assert that private industry 


ment, to take back 


to work those who wer 





those with the most seniority. Yet the work- 
ers laid off last and the most efficient workers 
are those least likely to have WPA jobs. 

WPA officials assert further that in addition 
to the three million individuals holding WPA 
jobs there are another million who are eligible 
for those jobs and who are pressing to get 
work. 

LAG IN REDUCING RELIEF 

The result, as outlined to Congress, is that 
increases in private employment cannot be re- 
flected at once in a corresponding reduction in 
public employment through WPA. 

At one time President Roosevelt was sold on 
the idea that the Government should provide 
work for all individuals able to work and want- 
ing to work but out of work in private indus- 
try. Under this plan a man who lost his job 
in industry and who could not find placement 
through Government employment services 
then would be provided with a WPA job. 

If that system were in operation WPA today 
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Then, too, an increase in demand for labor on 
the part of private employers would result in 
an automatic decrease in the volume of WPA 
employment. 

As it is, officials admit, Government employ- 
ment through WPA involves giving work to a 
select group of the unemployed. 

The question is whether the size of that se- 
lect group should be reduced moderately or 
rather drastically in the months ahead. The 
House of Representatives is favoring a rather 
drastic reduction; the White House a rather 
moderate reduction. 


THE CLASHING VIEWPOINTS 

Two viewpoints are affecting the debate over 
the relief issue. 

One viewpoint, held by the White House and 
strongly urged on Congressional committees by 
Col. F. C. Harrington, WPA Administrator, is 
that WPA represents not only an agency for re- 
lief but an agency for recovery as well. Argu- 
ment is advanced that, if WPA rolls are dras- 
tically curtailed, that curtailment will 
sent a reduction in pay rolls, and a reduction in 


repre- 


pay rolls will tend to reduce consumption and to 
check the recovery movement now under way. 

The second viewpoint, held by many mem- 
bers of Congress, is that WPA stands in the 
way of an approach to a balanced Federal Gov- 
ernment budget and that if WPA rolls could be 
reduced drastically then Federal Government 
finances would be in better shape. There is 
some expressed opinion that if WPA workers 
were forced to look for other jobs, many of 
them would be able to find work while industry, 
cheered by the prospect of sounder Govern- 
ment finance, would forge ahead to provide em- 
ployment for all. 


RECOVERY THE KEY 

The White House is arguing for a small and 
gradual reduction in the volume of spending on 
work relief because of an expressed fear that 
sudden and drastic cuts not only would cause in- 
dividual hardship but would affect the trend of 
recovery. 

The opposition to the White House is argu- 
ing for a larger and faster reduction of WPA 
spending because of an expressed fear that un- 
less cuts are made Government finances are go- 


ing to run into trouble and “confidence” is go- 
ing to continue low. 

The entire relief problem would be solved | 
a recovery in industry sufficiently broad to pro- 


wr all who want to work 


71) 
still has not 


vide productive labor f 
A formula to produce that recovery 
been worked out. 
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| 
The March of the News 
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IN NATIONAL AFFAIRS 





Congress in the spotlight . . . 
relief and politics . . . Justice 


| Department policies . . . 





((onennss continues to hold the center of 
the stage at Washington. 

All last week the flow of recommendations 
from the White House to Capitol Hill was at 
flood tide and the legislators, for their part, 
contributed to the action by making the con- 
sideration of Harry L. Hopkins’ nomination 
to be Secretary of Commerce the occasion for 
a vigorous attack on politics in relief, by re- 
newal of the controversy over cutting WPA 
funds, by prompt attention to the new de- 
fense program, and by submission of far- 
reaching recommendations for revamping the 
public works and WPA set-up. 

Included among the Presidential messages 
to Congress recommendation for 
broadening the Social Security Act, a pro- 


were a 


posal for eliminating tax-exemption privi- 
leges on governmental securities and salaries, 
and a request for extension until Jan. 15, 1941, 
of the acts creating the two-billion-dollar 
stabilization fund and empowering the Exece 


utive to devalue the dollar. 


FATE OF NOMINATIONS 

Included lesser Presidential mes- 
sages was an announcement of the setting up 
of a Federal Real Estate Board to pass on new 
governmental land purchases, make recom- 
mendations concerning sale of unneeded hold- 
ings, and to study effect of Federal realty 
holdings on State and local taxation. 


among 


Another Presidential request in a letter to 
Rep. Joseph J. Mansfield, Chairman of the 
House Rivers and Harbors Committee, was 
for revival of the much-disputed Passama- 
quoddy Bay tidal power project in Maine and 
the Florida ship canal. 

The Senate, without a disapproving voice, 
confirmed the nomination of Felix Frank- 
furter, former Harvard law professor, as an 
Associate Justice of the Supreme Court, and 
by a vote of 78 to 7 approved the nomination 
of Frank Murphy, former Michigan governor, 
as Attorney General. But two days of debate 
over the qualifications of former WPA Ad- 
ministrator Hopkins to be Secretary of Com- 
other than an 


merce resulted in no action 


agreement to limit debate when the nomina- 
tion is brought up again 

Attorney General Murphy lost no time in 
beginning activity at his new post. On Jan. 19 


this week. 


(Continued on Page 3, Col. 1.] 
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MEN, MONEY, MUNITIONS 
Major General H. H. Arnold, Chief of the Army 
Air Corps, appearing before the House Military 
Affairs Committee, tells members that national 
defense requires new air bases in Puerto Rico, 


Hawaii, Alaska and continental United States. 

He also said that new laws are needed to allow 

American aircraft industries to produce at full 
capacity. 
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‘AUS. ‘GIBRALTAR’ 


IN THE PACIFIC? 





The dispute over Guam, and what 
lies behind it. A new U.S. outpost? 
The issues involved. 








ALF-WAY around the world from Washing- 

ton, D. C., lies Guam, a tiny island speck in 
the far Pacific, that is now thé subject of a con- 
troversy in the nation’s Capital over foreign 
policy in the Orient. 

A proposal to fortify Guam was presented to 
Congress by a special board headed by Rear Ad- 
@iral Arthur J. Hepburn, U. S. N., retire, for- 
‘mer Commander-in-Chief of the United States 
Fleet, along with recommendations for construc- 


tion or improvement of 40 other sites as naval 
or air bases. 
Now Chairman Vinson of the House Naval 


Affairs Committee has asked Congress for $65,- 
000,000 to build twelve new air and naval bases 
including the Guam project. Representative 
Vinson (Dem.}. of Georgia, termed his measure 
an “administration bill,” though the President 
pointed out that asking for an authorization ol 
five million dollars for Guam neces- 
sarily mean that the money will be spent. 

Because of the island’s position in the heart 
of the Japanese-mandated Marianna islands and 
only 1,500 miles from Japan and the Philippines, 
the proposal to fortify Guam has become one of 
the most controversial items of the special board’s 
report and of the President’s national defense 
program. ‘See map on page 5.) 


does not 


Japanese Object 
To Isle’s Fortification 


Signs of the gravity of the problem facing Con- 
gress are not hard to discern. Already Japan has 
objected that fortification of Guam will be in- 
terpreted as an unfriendly gesture. An influen- 
tial Japanese newspaper, Kokumin, warns that 
“the Japanese people are determined to smash 
the American fleet” if Guam is fortified. 

In a three-power agreement with Great Brit- 
ain and Japan in 1921 the United States agreed 
not to fortify Guam while Japan promised not 
to fortify its nearby mandated islands. Japan 
denounced the agreement five years ago and 
three years ago it expired. 

Consequently, the United States is legally free 
to enter a naval base race in the Pacific if it 
wants to. Naval circles are convinced that Japan 
has taken a head start by deepening harbors and 
constructing docks in the Caroline and Marianna 
islands which ring Guam. 


Guam Naval Base 
Might Curb Japan 


Japan’s concern over American |p! per- 
haps occasioned by the fact that a strong naval 
and air base at Guam could bar Japan's south- 





ward path of expansion to the Philippines, Singa- 
pore and the Dutch East Indies. 
Guam is only thirty miles long and four to 


eight miles wide, but draft plans for fortifying 
it reveal that its harbors and rocks of volcanic 
origin could house enough armed might and sup- 
plies to threaten Japanese sea communications. 

Its strategic importance is enormous. Prob- 
ably Japan would not dare move toward the Phil- 
ippines without first razing Guam. The Philip- 
pines, a group of hundreds of islands, can never 
be made impregnable, naval students believe. 
But a powerful fleet based at Guam could inter- 
cept and perhaps render impossible an attack 
on the Philippines. 

An American base at Guam, moreover, would 
move the battle line in a conflict with an Asi- 
atic nation far into Japanese waters. Guam 
would become America’s first line of defense, re- 








placing Hawaii, which is 3,400 miles closer to 
the continental United States 

Stripped of side issues, the decision to fortify 
Guam centers on the role this country is to play 
in the Far East. Is America to estab] tself as 
a power in Asiatic affairs? 

United States investments in Asia total! almost 
@ billion dollars. Though this is large. the Brit- 
ish stake is five 1 

Does this warran 20ld American lic ) 
defend the Philippines and mena a p 


Japanese expal 
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Guam and Japan .. . Hitler's Opposition at Home... 
A Reserve Board Split?...A. F. of L. and the Smiths 


A decision by the high Navy 
command that Japan row was 
too busily occupied in China and 
Manchukuo to resist forcibly led 
to the determination to go aheaq 
with construction of ‘strong for- 
tifications for an American naval 
base at Guam, an island within 
striking distance of Japan. High 
officers in the fleet command are 
not anxious to defend the Philip- 
pines. They put the recom- 
mendation for a naval and air 
base at Guam in the Hepburn 
report on purpose in order to 
bring out into the open the en- 
tire question of United States 
foreign policy in the Far East. 


a SS 


Diplomatic advices reaching this 
country are laying more and 
more stress on internal opposi- 
tion to the policies of Hitler in 
Germany. State Department ex- 
perts, however, privately are dis- 
counting the effectiveness of op- 
position to war preparation plans 
and Jewish persecutions in Ger- 
many. Armament drive pressure 
is bearing down more heavily on 
German living standards as the 
productive plan is strained. 


~~ * * 


Well-founded reports have it 
that the Federal Reserve Board 





of Governors is badly split in its 
attitude toward the spending- 
for-recovery theories of Mar- 
riner Eccles, the chairman. Argu- 
ment is over whether too much 
emphasis is placed on outright 
spending by the Government and 
not enough on actual investment 
in income-producing properties. 


. @& 9 


Officials guiding the monetary 
policy of the United States wil! 
be pleased if the value of the 
British pound in relation to the 
American dollar stays in the 
range between $4.60 and $4.70. 
Privately expressed expert opin- 
ion is that existing price rela- 
tionships justify a leve! in that 
range. 


x * * 


William O. Douglas, SEC chair- 
man, is telling friends that the 
response from industrialists to 
his proposal that a system of 
well-paid, professional corpora 
tion directors be created to sup- 
plant the present system of direc- 
torates was so favorable that he 
expects the idea to be promoted 
in Congress. 


. =| @ 


Carefully devised plans quietly 
are being laid by the Sccial Se- 


> 


fair to investors and at the same 
time would save the face of the 
Mexican government. 


curity Board to bring service sta- + 
tion employes of all oil com- 
panies under the unemployment | 
insurance and old age insurance 


provisions of the social security 


x « ® 


Tom Corcoran and Ben Cohen, 


program with its pay-roll taxes. . : . 
Prog ; pay confidential White House aides, 


At resent large numbers of : 
P . are working closely with Mar- 
workers are routed around the | 


enn ait ak Giadial | riner Eccles, Reserve System 
rogram by the method ot leasin . mi 
prog y : sinB | chairman, in devising new bank- 
stations to managers, who indi- . , : 
; ing and monetary legislation. 
vidually do not employ enough p 
. Henry Morgenthau, ‘Treasury 
workers to come under the law. < 
Secretary, is operating on the 
x~ * * outside while secret conferences 


os go on. 
Treasury experts backstage are 


x * * 
entering strong protests against 
White House plans to increase 
the coverage and cost of social 
security programs without cor- 
responding tax increases. Strong 
inside White House sentiment is 
lining up against permitting the 
automatic increase of 1 per cent 
in pay-roll taxes next January 1. 
Treasury sentiment is marshal- 
ling on the other side. 


The Government is about to take 
a leaf from the book ef business 
practices. Plans are being de- 
veloped among Governmental 
agencies for an intensive cam- 
paign to get top-ranking college 
graduates, particularly in scien- 
tific courses, for jobs in scientific 
services, using the tactics private 
business has used for years. 


~*~ « * x * oo 


Donald Wakefield Smith will not 
be the only NLRB member to 
feel AFL’s ire. Word is out that 
William Green’s wing of labor 
will oppose Edwin S. Smith's 
renomination when his term ex- 
pires, too. This is Mr. Green's 
explanation of the rumor that he 
had confused the two Smiths. 


Oil companies are trying to per- 
suade President Cardenas of 
Mexico to “order” the Mexican | 
Supreme Court to reverse its de- 

in which it refused to 
hand back expropriated proper- 
ties to the petroleum companies. | 
Such an action by the President, | 
argue the oil interests, would be | 


cision 








(ie (Reg aLas (eal 


TITLE REGISTERED U 


S&S. PATENT OFFICE 


A CHOICE OF WORDS...LESSON FOR THE PRESS... 
ON TO THE WORLD'S FAIR ...NO RELIEF FROM RELIEF 


‘fO HUNDREDS of press correspondents, + 
Franklin Delano Roosevelt is known as a 


“newspaper man’s President.” 


The reason for the designation is obvious. 
Nowhere else in the world is the head of a 
government brought into closer contact with the 
press than in Washington. Since Mr. Roosevelt 
took office in 1933, correspondents twice weekly 
jam the President’s oval office and, at a distance 
of a few feet, face the President and lay down a 
heavy barrage of questions. These, for the most 
part, are answered in an informal manner. There 
is usually some banter between the newspaper 
men and the President at every conference. At 
times it is in the best jocular style; at other 
times there is an understandable degree of 
sharpness in both the questions and answers as 


major issues take the spotlight. 


At the same time, to hundreds of press cor- 
respondents the realization has come that in- 
creasing are the criticisms leveled at them and 


their editors by the White House. 


By last week one prom- 
columnist, 
Krock of The New York 
Times, felt that the time 
had come to rebuke gent- 
ly but firmly one member of the First Family 
Before a Philadelphia audi- 
ence, Mrs. Roosevelt, in commenting upon the 
relation of the government to the press, 
plored the usage of such phrases as “it is 
lieved” or “it is stated by a source close to” as 
being “wonderful ways of sliding out.” 


Phe Congress inent 
Expresses a 


Pious Hope 


for her criticisms. 


To keep the record clear, Mr. Krock pointed 
out that such usages spring not full-grown 
from the heads of correspondents but from ad- 
ministration heads and aides themselves as a | 
means of releasing “a fact or an opinion with- 
When questioned, 
is concealed 


out taking responsibility.” 


the identity of the informant 


through a “gentlemen’s agreement.” 


common device used all the way from Capitol 


Hill to the White House itself. 


There are times, however, when the exact 
opposite procedure is followed. Such an inci- 
dent took place late last week when, after days 
of confused reports over the proposal to fortify 
the island of Guam, the President frankly ex- 
plained to the press that it could do a great 
service to the people by pointing out the differ- 
ence between an “authorization” and an “ap- 


propriation.” 


The Guam proposal, the President explained, 


John W. Hanes, 
Arthur 





Under Secretary of Treasury, 
voices the President’s sentiments to a special Con- 
gressional committee by stating that the removal of 
tax exemption privileges on Government securities 
would serve as a stimulus to business. 


President was revealed when he declared that 
he was opposed to effecting economy if it meant 
achievement by “taking it out of the hide” of 
the needy. 

What the President wanted and what the 
Congress would do about it formed the headiest 
chapter of the week. Reaching the boiling point 
in debate over relief funds, Congress had yet 
to say its mind about the President's request 
for legislation to remove tax exemption privi- 
leges from future government salaries and 
bonds; about his desire to see the inauguration 
of a world cotton conference; about his recom- 
mendations for extending the benefits of social 
security to millions not now covered; about his 
desire to do something about the controversial 
Florida ship canal and the Passamaquoddy 
power project; about his creation of a Federal 
Real Estate Board to study Federal ownership 
of real estate and its effect on State and local 
taxation. 


=n 


Harris & Ewing 


A VOICE OF THE PRESIDENT 


Congress can also look forward to testing its 
lungs on the President’s forthcoming message 
on health insurance, on his views as to the 
problem of the Philippines, on the matter of 
railroad rehabilitation. 





With Capitol Hill kept 





marine barracks. 


money required? 
pression of what 


It is a 





Congress to provide the necessary funds. What 


If such was the case, asked one correspond- 
ent, wasn’t it an act of deception on the part 
of the administration or Congress to authorize 
projects without making any provision for the 
The President carefully ex- 
plained that an authorization is merely an ex- 
Congress would like to do— 
say rather like the expression of a pious hope— 
a sort of New Year’s resolution. 

Amplifying the point he wished to drive 
home, the President hazarded the gucss that 
if all congressional authorizations of the past 
100 years were totaled they would amount to 
billions of dollars—and yet only a small part 
of the projects involved ever felt the tirst bite 
of a steam shovel. (Analysis of the Guam pro- 
posal will be found on this page, column 1). 

Other topics of national importance found 
equally forceful views coming from the Presi- 
dent. Seriously concerned over the House slash 
at the funds for relief, he personally enlisted 


Mr. Frankfurter 


more than busy by his 


, > ? ; ie 
: one he Make various proposals, th 
it meant was simply that Congress was being akes | rompt Presid ‘ aif . 
‘ . . resident imseif con- 
asked to authorize a provision for dredging Social Debut . : P ¥ 
on. eels ents : ie terred with his fiscal, 
de- Guam harbor facilities, for improving airplane diplomatic, milit q 1 advi 
: soy é _ hy omatic, military and naval advisers as 
be- landing facilities and for construction of new y 8 as to the 


role this nation is to play in the race of arma- 
ments and in the general pattern of interna- 
tional relations. 





His calendar was further augmented by con- 
terences with social workers, medical authori- 
ties, railroad executives and a long string of 
political figures. 


In between times he managed to say “yes” 
to an invitation tendered by Grover Whalen, 
Commissioner of the New York World's Fair, 
that he attend the grand opening on April 30. 

The President also found time to don his 
formal attire for the annual White House din- 
ner in honor of the Chief Justice of the United 
States and the associate justices of the Supreme 
Court. That was the dinner at which the new 
Associate Justice, Felix Frankfurter, made his 
official bow to Capital society. 

And if he had a minute or two to spare, the 
President might have marveled at the fact that 
son Elliot could visit him in Washington at 
the same time as a wax recording of the son's 
voice could be heard in a Texas broadcast ex- 








was an authorization, not an appropriation. the aid of ecorlomy-minded Senator Adams, also tolling ian merits of Texans as likely Preside 
That simply meant that the administration | invited Senator Borah to a lunch at which the tial leiienianil the pe soaliggior rol n ee 
would not commit itself to an actual construc- problem of relief funds was the major subject. aes le : atl th e aaa ee 
tion or even to a commitment on the part of That the Idahoan was reeme oe. wee 





DEREK Fox 
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THE WPA PROMOTES 


Howard O. Hunter is the new Deputy Admin- 
istrator of WPA, succeeding Aubrey Williams, 
who recently was named Administrator of the 
National Youth Administration. Mr. Hunter has 
been a field representative in charge of 13 Mid- 
western States for the last five and a half years, 
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PLUGGING "LEAKS" 


IN TAX LAWS 





Behind the plan to tax govern- 
ment securities and salaries . . . 
| Aiding business, increasing revenue. 








| procnongicapd ROOSEVELT again is asking Con- 


gress to plug the loophole in the tax laws 
provided by tax-exempt securities and salaries. 
(Full text of President’s message is printed on 


page 13.) 

The loophole consists chiefly of 65 billion dol- 
lars’ worth of tax-exempt securities issued by 
Federal, State and local governments. Also, the 
Salaries of two and one-half million employes of 
State and local governments are exempt from 
Federal income taxes. 

Efforts to tax these securities and salaries have 
been made since the administration of President 
Harding. The present effort is based on three 
fundamental objectives. 

First, the Administration wants to make Gov- 
ernment securities less attractive and private 
securities more attractive. This is part of the 
broad plan to encourage private investment and 
so start the wheels of industry turning. 


Eliminating Unfairness 
From Revenue Laws 


Second, the administration wants to eliminate 
unfairness from the tax laws. It feels too many 
wealthy persons are escaping surtaxes through 
their holdings of tax-exempt securities. And it 
feels State and local government employes should 
pay the same taxes as Federal and private em- 
ployes. 

Third, the Administration hopes to gain rev- 
enue for a budget which is three billion dollars 
out of balance. 

In proposing this tax legislation, the Adminis- 
tration admittedly has its eye on the big fellows 
—those with exceptionally large incomes. 

These men, the economists feel, are the ones 
who should be putting their money to work in- 


stead of retiring it to the protection of tax- 
exempt Government securities. 
During the last few years, about three bil- 


lion dollars has been placed, annually, in Gov- 
ernment securities. Only a negligible amount 
has been placed in private securities. 

This is the trend which thé Administration 
would like to change, and the proposed tax legis- 
lation is one of several attempts to effect the 
change. 

Removal of the tax-exemption feature in an 
effort to make Government securities less attrac- 
tive, however, would increase interest rates 
which the Government has to pay. 

Yet this in cost would not equal the 
value of the tax-exemption feature, nor would 
it equal an portant fraction of the revenues 
to be gained. 

The reason 
ernmen 
exem{ 





y 






easea 


is that a substantial portion of Gov- 
nt bonds are held by parties to whom tax- 
tion is not important. 







Institutions Hold 
Many U. S. Bonds 


Educational, table and religious institu- 
hold many their incomes are tax- 
exempt. Banks, trust funds, insurance com- 
panies and such institutions have to hold a cer- 
tain amount of Government bonds anyway, tax- 
able or tax-exempt. 

Therefore, the Treasury feels that the market 
for Government securities would be sufficient so 
that the interest rates would not rise greatly. 

Under Secretary of the Treasury John W. 
Hanes told the Senate finance committee last 
week the additional cost to the Government 
would be between 19 and 50 million dollars—or, 
at the most, one-twelfth of one per cent. 

Against this increased cost is placed the gain 
in revenue. 

Taxing the salaries of State and local govern- 
ment employes would net only $16,000,000, ac- 
cording to the Treasury, because such salaries 
average only $1,450. 

Yet Mr. Hanes estimates the total revenues to 
be obt taxes on securities and salaries 
ree hundred mi 
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[Continued from Page 1.] 


he announced plans to speed 
litigation in the Federal courts. 

Despite a Presidential warning 
that retention of the House slash 
in the WPA deficiency appropri- 
ation from the 875 million dollars 
originally requested to 725 mil- 
lion dollars would mean that a 
million WPA workers must be 
dropped between now and July 1, 
the subcommittee of the Senate 
Appropriations Committee con- 
tinued the appropriation at the 
lower figure. 

In reporting the measure, the 
subcommittee, however, in- 
serted a provision that not more 
than 5 per cent of the relief re- 
cipients shall be dropped before 
April 1. 

A place in the spotlight was 
occupied by the House and Sen- 
ate Military Affairs Committees 
with hearings on the defense pro- 
gram and by the Monopoly Com- 
mittee with conclusion of hear- 
ings on proposed reforms in the 
patent system. 

Legislation to authorize the 
defense program got under way 
with the introduction in the 
House of a bill to give the Secre- 
tary of War blanket authority to 
provide up to 6,000 airplanes for 
the air corps, a measure author- 
izing an appropriation of $32,- 
500,000 for Army educational 
orders, and a bill to establish 12 
new naval aviation and_ sub- 
marine bases at a cost of 65 mil- 
lion dollars. 

From the Government depart- 
ments news of the week was 
headlined by Secretary of Agri- 
culture Wallace’s proposal that a 
world conference on cotton be 
called as an aid to solution of our 
biggest crop surplus problem. 

Elmer F. Andrews, in his first 
report as Administrator of the 
Fair Labor Standards Act, said 
that Federal regulation of mini- 
mum wages and hours has caused 
no widespread layoffs and has 
won public approval. 

In the early part of the week, 
the Senate Special Committee to 
Investigate Unemployment and 
Relief submitted a report pro- 
posing consolidation of relief and 
public works agencies of the 
Federal Government and exten- 
sion of grants to States for pub- 
lic works under a new formula. 

Another early development was 
Senator Byrd’s open letter to 
Chairman Eccles of the Federal 
Reserve Board in which he 
charged that the spending poli- 
cies advocated by Mr. Eccles are 
a repudiation of the Democratic 
platform pledges and of budget- 


| ahead to spend at 


|} report now offered 





(iowmsg7aiaae §1X BILLION A YEAR FOR SOCIAL SECURITY 


NEW PLANS TO EXPAND AID 


LANS now projected call for the ¢ dren that even now is costing the + 
Federal Government and the Siates | 


Federal Government in the years 
she six billion 
aoliars a year to remove some of the 
hazards from life 

The problem of creating 
effective organization for spending 
this money is beginning to interest 
Congress as well as the White House. 
A comprehensive attack on the prob- 
lem is made for the first time in a 


s€ast 


the most 











Six billions for security. 
Planning to meet the prob- 
lems of unemployment and 
| of old age. A unified pro- 
gram. Health program in 
the making. 








to the Senate by 
its Committee on Unemployment and 
Relief. 

This committee scanned the field 
of Federal Government efforts to 
deal with problems of unemployment 
and of old age and of dependent 
children and offered its suggestions 
for improving those efforts. 

Its members lookea over 
lowing impressive programs: 

First, a program of unemployment 
insurance which even now is costing 
approximately one billion dollars a 
year. 

Second, a program of old-age in- 


the fol- 


Surance that is to cost annually in 


the years ahead a minimum of three 


billion dollars. 









Third, a program of public works 
and of public relief work that is to 
cost at least one and a half billion 


|} dollars a year and today is costing 


much more than that. 
Fourth, a program of assistance to 
indigent aged and to dependent chil- 


more than half a billion dollars an- 
nually. 

Then, still to come under plans 
already projected, is a fifth program, 
that of health protection, that will 
Start under present plans at a bare 
$85,000,000 a year, but that will rise 
to undetermined heights above one 
billion dollars a year. 

The principal two hazards against 
which the Government is moving at 
present are the hazards of unem- 
ployment and the hazards of old age, 
or of dependency due to death. 

The Senators, as they scanned the 
efforts now being made to temper 
the hazards of unemployment, made 
a number of specific proposals. 

First of all they agreed that the 
first line of defense for the unem- 
ployed should be a simplified system 
of unemployment insurance 
would provide a discharged worker 
with a minimum income one week 
after he had lost his job. At present 


unemployment insurance terms vary | 


from State to State and have been 
found in practice to be highly com- 
plicated, with payment slow, uncer- 
tain and often very small in amount. 
The committee recommended a 
schedule of payments ranging from 
$5 to $15 a week to begin one week 
after an individual lost his job and 
to continue for thirteen weeks. 

During these thirteen weeks a re- 
modeled Federal Employment Serv- 
ice would seek to place the unem- 
ployed worker. 

But what if unemployment insur- 
ance benefits were exhausted and 
still the worker lacked a job? 

At that point the Senate Commit- 
tee, consisting of conservative as well 
as liberal Senators, reached what is 
accepted as a highly important prin- 
ciple 

“A program of public work,” the 
committee decided, “should be pro- 
vided for the unemployed not cov- 





that | 


THE HOUSE SAID “NO”—BUT THE SENATE? 
NEW YORK’S Mayor La Guardia (center) wasn’t very success- 
LN ful when he appeared before a House Appropriations commit- 








—Harris & Ewing 


requested. The House cut under the Presidential recommenda- 
tion. But the Senate in considering the measure found a sizable 
bloc in favor of some sort of compromise. Left to right: Rep. 


Taylor, Chairman of the House committee; Mayor La Guardia 
and Rep. Snyder, a committee member. 





tee to plead for more relief funds than even the President 
| 


ered by unemployment compensation + 


or whose unemployment benefits are 
exhausted and for whom private em- 
ployment is not available.” 

This is a formal acceptance of the 
principle of Government - created 
work in place of the dole, provided 
unemployment insurance is unable 
to cope with the problem. 

At this point there rises the ques- 
tion of the type of work that the 
Government should provide for those 
individuals who are unable to find 
jobs in private industry. Should em- 
phasis be placed upon WPA jobs or 
on the heavier kinds of PWA jobs, 


BROADER SOCIAL SECURITY: 


+ 


THE PRESIDENT’S MESSAGE 


— 


President Roosevelt’s message to individual accounts covering 42,500,-+an extension is particularly impor- 


Congress Jan. 16 asking liberaliza- 
tion of the Social Security Act fol- 
lows in full text: 


OO the Congress of. the, United 
States: 
Four years ago I sent to the newly 
convened Congress a message trans- 
mitting a report of the Committee on 


Economic Security. In that message I | 


urged that Congress consider the en- 
actment into law of the program of 
protection for our people outlined in 
that report. The Congress acted upon 
that recommendation and today we 
have the Social Security Act in effect 
throughout the length and breadth of 
our country. 

This Act 
essential soundness. 

More than two and one-half mil- 
lion needy old people, needy blind 
persons, and dependent children are 
now receiving systematic and hu- 
mane assistance to the extent of a 
half billion dollars a year. 


400 Million Paid 


To Jobless in Year 
Three and a half million unem- 
ployed persons have received out-of- 
work benefits amounting to $400,000,- 
000 during the last year. 
A Federal old age insurance system, 


has amply proved its 











balancin romises m 
ade b 
Prec g P y the largest undertaking of its kind 
resident Roosevelt and the | ever attempted, has been organized 
Treasury. | and under it there have been set up 


all its branches. 
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| other 


| public understanding permit. 


000 persons who may be likened to 
the policy holders of a private insur- 
ance company. 

In addition there are the splendid 
accomplishments in the field of pub- 
lic health, vocational rehabilitation, 
maternal and child welfare and re- 
lated services, made possible by the 
Social Security Act. 

We have a right to be proud of the 


progress we have made in the short | 


time the Social Security Act has been 
in operation. However, we would be 
derelict in our responsibility if we did 


tant in the case of the Federal old 
age insurance system. 

Even without amendment the old 
age insurance benefits payable in the 
early years are very liberal in com- 
parison with the tax paid. This is 
necessarily so in order that these 
benefits may accomplish their pur- 
| pose of forestalling dependency. But 

this very fact creates the necessity of 

extending this protection to as large 


| a proportion as possiblé of our em- 


not take advantage of the experience | 


we have accumulated to strengthen 
and extend its provisions. 
Greater Security 


Sought for Aged 
I submit for your consideration a 
report of the Social Security Board, 


which, at my direction and in accord- ° 


ance with the Congressional mandate 
contained in the Social Security Act 
itself, has been assembling data, and 
developing ways and means of im- 
proving the operation of the Social 
Security Act. 

I particularly call attention to the 
desirability of affording greater old 
age security. The report suggests a 
two-fold approach which I believe to 
be sound. 

Cne way is to begin the payment of 
monthly old age insurance benefits 
sooner, and to liberalize the benefits 
to be paid in the early years. 

The other way is to make propor- 
tionately larger Federal grants-in-aid 
to those States with limited fiscal ca- 
pacities, 
more adequate assistance to those in 


| 


| Act 


ployed population in order to avoid 
unfair discrimination. 

Much of the success of the Social 
Security Act is due to the fact that 


| all of the programs contained in this 


(with one necessary exception) 
are administered by the States them- 
selves, but coordinated and partially 
financed by the Federal Government. 
This method has given us flexible ad- 
ministration, and has enabled us to 
put these programs into operation 
quickly. 
Urges Merit System 
For State Personnel 

However, in some States incompe- 
tent and politically dominated per- 
sonnel has been distinctly harmful. 
Therefore, I recommend that the 
States be required, as a condition for 
the receipt of Federal funds, to estab- 
lish and maintain a merit system for 
the selection of personnel. Such a re- 
quirement would represent a protec- 
tion to the States and citizens thereof 


' rather than an encroachment by the 


so that they may provide , 


need. This result can and should be | 


accomplished in such a way as to in- 
volve little, if any, additional cost to 
the Federal Government. Such a 
method embodies a principle that 
may well be applied to other Federal 
grants-in-aid. 


More Protection 


Asked for Children 


Federal Government, since it would 
automatically promote efficiency and 
eliminate the necessity for minute 
Federal scrutiny of State operations. 

I cannot too strongly urge the wis- 
dom of building upon the principles 
contained in the present Social Se- 
curity Act in affording greater protec- 
tion to our people, rather than turn 
ing to untried and demonstrably un- 
sound panaceas. As I stated in m) 


: message four years ago: 


I also call attention to the desira- | 


bility of affording greater protection 
to dependent children. Here again 
the report suggests a two-fold ap- 
proach which I believe to be sound. 
One way is to extend our Federal 
old age insurance system so as to pro- 
vide regular monthly benefits not 
only to the aged but also to the de- 
pendent children of workers dying 


“It is overwhelmingly important to 
avoid any danger of permanentl) 
discrediting the sound and necessary 
policy of Federal legislation for eco- 
nomic security by attempting to ap 
ply it on too ambitious a scale before 
actual experience has_ provided 
guidance for the permanently safe di 


| rection of such efforts. The place of 


| Civilization is 


| 


before reaching retirement age. The | 


way is to 


help finance assistance to dependent 
children. 

As regards both the Federal old 
age insurance system and the Fed- 
eral-State unemployment compensa- 
ystem, equity and sound social 
policy require that the benefits be 
extended to all of our people as rap- 
idly as administrative experience and 


tion s 





liberalize the Fed- | 
| eral grants-in-aid to the States to 


¢ 


such a fundamental in our future 
too precious to be 
jeopardized now by extravagant ac- 
tion.” 

We shall make the most orderly 
progress if we look upon social] secur- 
ity as a development toward a goal 
rather than a finished product. We 
shall make the most lasting progress 
if we recognize that social securit} 
can furnish only a base upon wh 
each one of our citizens may bi 
his individual security through his 
own individual efforts. 

FRANKLIN D. ROOSEVELT. 
The White House, 
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involving a greater expenditure on 
materials and less directly on labor? 
And how should the money for work 
be divided up aimong the States of 


the nation? 


A New Department 
to Handle Problem? 

To deal with the first question, the 
Senators propose that a single De- 
partment of Public Work be created. 
rhis department would determine 
the type of work that should be done 
to provide jobs for those not em- 
ployed in industry and unable longer 
to draw unemployment insurance 
benefits 

To deal with the second question, 
the committee proposes that the 
Federal Government contribute two- 
thirds of the cost of work projects, 
with the local and State govern- 
ments contributing one-third, ex- 
cept that in States where the per 
capita income averages less than the 
average for the nation there should 
be a corresponding reduction in the 
amount of contribution required of 
them. This means that Southern 
States as a rule would get more Fed- 
eral money than other States. 

When it comes to plans for deal- 
ing with the second major problem 
of security—that of old age—the 
Senators and the Executive arm of 
the Administration are in somewhat 
closer agreement. President Roose- 
velt on January 16 outlined the Ad- 
ministration view and on that day 


| the 


its members were making to the 
White House. (Full text of Presi- 
dent’s message is printed on this 
page.) 


How Present System 


Cares for a Million 

Present aid for the aged is afford- 
ed by a program of public assistance 
grants to States, who then provide 
pensions for the destitute individuals 
over 65 years of age. Approximately 
a million persons now are cared for 
through these pensions and in this 
way are kept from the relief rolls. To 
sustain its end, the Federal Govern- 
ment is contributing about one- 


quarter of a billion dollars a year. | 


States are providing a slightly larger 
amount, including aid to the blind 
and aid to dependent children 

Both the Social Security Board 
and the Senators propose important 


|} changes in this pension system 


The principal proposed change 
concerns the formula for Federal 
Government payments to States. At 
present the Federal Treasury matches 
State payments dollar for dollar up 
to $15 a month for each indigent 
aged person. The result is a range 
of pensions from above $30 a month 
down to $4.22 a month. 

Senators propose that in place of 
present formula the foilowing 
minimum payments be made by the 


| Federal Government: 


To the aged, $15. 

To the blind, $15. 

To dependent children, $20. 

The social security board recom- 
mends that the present system be 
changed but leaves the details of the 
change to the Congress. 

Most ambitious of all of the pres- 


ent Government plans for removing | 


some of life’s hazards is the nation- 
wide system of old age insurance. 
This plan now covers 42,000,000 work- 
ers and is being supported by a two 
per cent tax on pay rolls, scheduled 
to rise by another one per cent next 
January 1 

For the past two years workers in 
industry have been contributing and 
their employers have been contrib- 
uting to build a retirement fund. 
Their contributions have passed the 
one-and-one-half-billion-dollar mark. 
Under present law contributions 
would continue until 1942 before ben- 
efits started to flow out to the aged 
individuals who 
Both the Social Security Board and 
the Senate Committee suggest that 
this date be stepped up to 1940. An 
advisory committee on social security 
appointed by Congress earlier had 
made a similar recommendation, with 
the result that action is anticipated. 

All agree that through payment of 


] 


| old age benefits there will come some 


retire from work. | 


aa 


TO AGED AND JOBLESS 


+ the Social Security Board issued a+ further relief from the problem of 
| Summary of recommendations that 


unemployment as older workers re- 
tire to give way to younger workers. 

At that point the Social Security 
Board comes forward with other 
recommendations concerned with the 
problem of old age retirement, while 
the Senate committee on unemploy- 
ment and relief rests its case. 

The Social Security Board. with 
Presidential approval and in rather 
close agreement with the Senate ad- 
visory committee on social security, 
recommends the following: > 

First, that monthly benefit pay- 
ments, in addition to starting in 1940, 
should be increased during the early 
years through benefit payments ‘to 
aged dependent wives of retired 
workers and through calculation of 
benefits on the basis of average 
wages instead of on the basis of total 
accumulated wages. 

Second, that survivors’ insurance 
benefits be provided for widows and 
orphans on the basis of monthly ben- 
éfits to aged widows and to young 
widows with dependent children and 
that all widows of persons who 
would have qualified for insurance if 
they had lived to the age of 65 be 
entitled to pensions when they reach 
sixty-five. 

These recommendations will in- 
crease the costs of the program and 
to that extent will cause it to be more 
of a pay-as-you-go plan, instead of 
Strictly a full-reserve plan. 

Third, on the question of paying 


| insurance benefits to workers who 


become totally and permanently dis- 
abled, the committee avoids a posi- 
tive recommendation but expresses 
the opinion that the problem in- 
volved in this type of benefit is not 
insuperable. 

Extending Coverage of 
Plan to New Groups 
Fourth, that the coverage of the 
present law be extended by allowing 
credits for wages earned after 65, by 
gradually removing the restrictions 
that now keep farm labor and do- 
mestic servants from coverage under 
the retirement plan and by including 
maritime workers, bank workers, 
workers in non-profit organizations 
and workers on commission. The 
Board admits that it has found, as 
yet, no practical way to extend the 
old age insurance benefits to self- 
employed persons like doctors and, 

lawyers and storekeepers. 

Fifth, that the cost of old age in- 
surance is to increase and that the 
added cost might well be met out of 
taxes other than the existing taxes 
on pay rolls. The advisory commit- 
tee on social security had recom- 
mended that one-third of the cost of 
old age insurance be met out of gen- 
eral taxation, of which income taxa- 
tion is the chief example. 
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Primer of Labor Relations | 


An Authentic Guide to Employer-Employee Conduct 


The Bureau of National Affairs, Inc., presents a primer which every employer should 
supply to each person in his organization who is in any way responsible for employer- 
employee relations—personnel managers, plant heads, factory foremen, section bosses. 
The cost is negligible—the value is immense. 


Written for the layman as well as the labor expert, The Primer of Labor 
Relations is concise and easy to read. Up to date in every statement, it covers 
the entire field of labor relations, presenting the following subjects: 


The Primer of Labor Relations is a remarkable reference manual in contents—yet 


x 714") with 62 pages. 


A limited supply has been printed. We will supply them, while they last, for 50c apiece. 


The Bureau of National Affairs, Inc. 


2201 M Street, N. W., Dept Al 
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ALL TOGETHER NOW, BOYS—YO HEAVE! 
Cartoonist Talburt for Scripps-Howard Newspapers 




















LISTEN! 














THE WIND 


Cartoonist Crawford for the Newark Evening News 





+ THE STATES’ 


: or fight over States’ rights springing from 
Federal flood control action in Vermont, 
started by Governor George D. Aiken of that 
State, and backed by the other New England 
Commonwealths, is appraised by the majority 
of the press as ot vital importance. 

Vermont is lauded by 80 per cent of com- 
menting newspapers for its stand against Fed- 
eral encroachment and its insistence that there 
shall be no seizure of land for flood control 
without a legal contract with the State 

The stand of the War Department and the 


President that control over commerce carries | 
| by the Pittsburgh Post-Gazette (Rep.) with the 


with it jurisdiction in matters of navigation is 
declared logical by 20 per cent of editors. 

“It is time,” declares the Providence Bulletin 
(Ind.), “that somebody stood up to the central 
Government and said: ‘Thus far and no 
farther.” 


| 
“Comprehensive flood control,” maintains the 


; 
Cleveland Plain Dealer (Dem.), “ is necessarily | Herald (Rep.) “may well be some amendment of 


a Federal chore. And since Uncle Sam supplies | the Federal law.” 


the money (even though he collects it from the | 


citizens of all the States), it would seem rea- 
sonable to give Federal agencies wide author- 
ity to obtain lands for flood-control works.” 


+ 


RIGHTS ISSUE + 


“In the end,” suggests the Scranton (Pa.) 
Times (Dem.), “it is expected that the squabble 
will prove a ‘tempest in a teapot,’ but out of it 
may come a more clearly defined policy.” 

“The State and its Governor are to be ap- 
plauded,” declares the Rochester Times-Union 
(Ind.), while the New York Herald Tribune 


| (Rep.) charges that “the record of the Adminis- 


tration has been that of a devious attempt to 
alter, through Executive encroachment, the 


| balance of powers fundamental to our system of 
| Government.” 


The threat to call off the project is criticized 


statement: “That attitude is more likely to 
arouse the States’ rights spirit than to subdue 


| it, in view of the promptness with which the 


other New England commonwealths gave sup- 
port to Vermont.” 
Boston 


“The outcome,” according to the 


“What is needed,” in the judgment of the 
Worcester (Mass.) Gazette (Ind.), “is to stop 
wasting time. Let the flood-contro! project 
| proceed, along with the court action,” 











SO IT WILL COME OUT IF NECESSARY 


Cartoonist Elderman for the Washington Post 





BYRD-ECCLES ECONOMY DEBATE 


PPPACTICALLY all commenting newspapers ¢ that this will to believe is coming to be con- 


are lined up on the side of Senator Byrd 
(Dem.), of Virginia, in his controversy with 
Chairman Eccles of the Federal Reserve Board, 
who: advocates spending for prosperity. The 
press, in its comments, maintains that excessive 


spending in time of peace weakens the nation | 


to the extent that in an emergency it will be 
seriously handicapped. 


“A recklessly extravagant Administration,” | 


declares the Rochester Times-Union (Ind.), 
“has rolled up a debt which would gravely 
hamper defense plans in war, and which even 
long years of prosperity can scarcely reduce to 
reasonable size.” 


Byrd Formula 
Viewed As Best 


For Business 


lieve in the economic 
principle that increased 
income can come only 
from 
tion,” states the Newark Evening News (Ind.), 
“prefer to pin our faith in a recovery attained 
by the Byrd formula, through ‘restoring con- 
fidence on the part of the business community 
in the fairness of Government, by eliminating 
needless frictions and restraints and by freeing 
the enterprise of a great people,’ rather than by 
an indefinite continuation of the Eccles 
method.” 

“Only one explanation,” in the judgment of 
the New York Herald Tribune (Rep.), “can be 
advanced for the Administration’s readiness to 
embrace a theory as fantastic on its face as is 
Mr. Eccles’. That reason is a desperate will to 
believe in anything that may make it possible 
to avoid financial realities for another year or 
two. 


“Those of us who be- | 


increased produc- | 


Fortunately there is mounting evidence | 


fined more and more to the Administration 
itself; that in Congress and the nation there is 
developing a genuine and healthy, if belated, 
skepticism. In the growth of this spirit rests, 
at the moment, the most substantial hope for a 
permanent business recovery.” ( 


“We are worried but not yet alarmed,” ex- 
plains the Washington Daily News (Ind.), “be- 
cause the nation is in debt as much as it is. 
Times come when governments and individuals 
have to live off capital for a while rather than 
income. But we are alarmed about a man in as 
high and strategic a place as Eccles who glori- 
fies debt as a virtue, per se, and sneers at a thing 
so fundamental as receipts exceeding expenses.” 


How Spending Re Seneter Ryre 
knows,” comments the 
Affects Private Troy (N. Y.) Record 


(Ind.), “the trouble with 
Government spending is 
that the money is not invested in productive 
enterprise. Far from stimulating such invest- 
ments the policy of the Government has ac- 
tually tended to prevent and discourage them. 


Investments 


“It has meant higher taxes and thus has taken 
directly from the pockets of our citizens money 
which would otherwise have found its way into 
the creation of durable goods. It has created 
fears and doubts in the minds of business men 
and therefore militated against investment in 
business enterprises.” 


(See pages 8 and 9 for full text of latest 
statements in Byrd-Eccles debate on spending 
policies.) 


VIEW 


REDUCING RELIEF: 
HOW EDITORS 
ISSUE 


UBLIC conviction that the time has come 

for shifting a part of the burden of Federal 
relief, with more dependence on private em- 
ployment, is shown by the editorials of two- 
thirds of the commenting press during the Con- 
gressional controversy over relief appropria- 
tions. 

Arguments against any reduction in funds 
such as would actually cause hunger or hard- 
ship are made by one-third of commenting 
newspapers. 

A proposal to combine relief agencies under 
a single Federal organization is viewed with dis- 
approval by some editors, because of the con- 
clusion that such action is preliminary to mak- 
ing relief a permanent activity of the Federal 
Government. 

“What is most significant about the present 
discussion,” says the Flint (Mich.) Journal 
(Ind.), “is the prospect that relief is coming 
out into the open for closer, franker study and 
examination. Hitherto it has been hastily and 
emotionally rushed upon Congress and the 
country.” 

In an attack on the 
lack of proof that all 
Of the Unworthy beneficiaries of the WPA 
From Relief Rolls”¢'® i" "eed of relief 

and not beneficiaries of 
political action, the New York Sun (Ind.) de- 
clares that “one of the grave defects of the 
Federal work-relief system has been absence of 
regular and thorough investigation of those on 
work projects.” 

In harmony with this judgment is the com- 
ment from the Buffalo Evening News (Rep.) 
that members of the House Appropriations 
Committee are convinced that “the WPA rolls 
at present carry thousands neither rightfully 
nor justifiably.” 

“There is much to be commended,” says the 
Savannah (Ga.) News (Dem.), “in the plan 
which seeks to knit the multifarious relief 
agencies together into something like a single, 
consistently correlated structure in which they 
may have some chance of successfully fulfilling 
the roles assigned to them. The committee’s 
recommendations should prove helpful to states- 
men called upon to vote so many hundreds of 
millions more to a relief ‘system’ which has 
failed to systematize itself.” 


Urge Elimination 


“A fundamental issue,” 
in the judgment of the 
Wilmington (Del.) News 
(Ind.), “is whether the 
administration of relief 
should or should not be placed on a permanent 
basis,” and that paper feels that “it may be 
difficult to reach agreement on such far-reach- 


The Question of 
A Permanent 


Relief System 


ing legislation.” 

That this is a “detrimental possibility” is the 
conclusion of the San Antonio Express (Ind.), 
and the Youngstown Vindicator (Dem.) de- 
clares that “the country is not yet ready to 
assert that the principle of Federal provision of 
one-third of the cost of PWA projects, two- 
thirds of WPA projects, is to be frozen into 
permanent legislation.” 

Arguing in favor of a compromise, the Rich- 
mond News Leader (Dem.) states: “In the un- 
certain state of Europe and of Asia, it is im- 
perative that we Americans avoid internal 
controversy. There must be national unity, 
which must be based on: reasonable compro- 
mise. 














TO REDUCE HIS WASTE LINE 


Cartoonist Elderman for the Washington Post | 


Cartoonist Bressler for the Los 


SHADOW OVER THE 3,000,000 


Angeles Daily News 
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HOW NATION 
WILL BUILD 
DEFENSES 


\XCEPT for one controversial item, 
k Army and Navy appear to be 
j their own defense tickets on 
C itol Hill. I 

With characteristic creaks and 

aks, the law-making machine 

t is Congress has started to make 

ral law out of the raw materials 

sented in the President’s message 
tional defense. 





1omics, mi 
making up for Dr. Hjalmar Schacht’s 
moderation in 
bank. Dismissal of Di 


Minister 


The United States News 





News. “Li mes 


wn 








AROUND THE WORLD: NAZI TACTICS 


wun care orm IN TRADE WAR: U. S. OCEAN AIR LINE 


+ obtained financial backing from pri- 


GERMANY + 
Gea Acar dismissed as Reichs- 


bank president. 
Dr. Walther Funk, Gerr 





an eco- 
nister, now has the job of 
the Reichs- 
Schacht as 


running 


the bank’s president, relegating the 
economics wizard to the post of 


without Portfolio, is held to 


on né 
At the controls of the machine imply that Chancelk Hitler de- 
making the recommendations that Mands a more radical Nazi banking 
‘losest attention, are the officers Policy | 
wh yse job it is to run the Army and If this develops, Dr. Funk would 


. This is taken as ample proofinthe !} 
Senate and House that the Presi- ' 
t’s defense message was a sol- | 
dier’s and sailor’s message. Perhaps | 


that explains the dispatch with 
ch Congressional committees are | ? 


National defense plans 
take definite shape in Con- | 
Here is what Army 


gress. 
_ and Navy chiefs ask and | 
| probably will get. | 





smoothing the road for defense leg- 
tion 
General Malin Craig, Chief of Statf 
of the Army; Secretary of War Wood- 
g, Major General H. H. Arnold, 
Chief of Air Corps, and Genera] C 


if 


probably differ from h 
in the following ways 


world 
chases in 
trade war 


Involving easy credit 


‘an nations: a 
with England in eastern 
perhaps in 
cation of 
more rigid controls over 
prices and 


ment, 
to starting of regular t 


is predecessor 
Insistence 
hat German Jews be “ransomed” by 
Jewry increased pur- 
Germany; a more bitter 
with democratic countries, 
terms and bar- 
atin Ameri- 
trade war 
Europe and 
Asia, and greater Nazifi- 
the Reichsbank to impose 
investment, 
securities trading. | 
3 * | 


through 


ter arrangements with Ls 


renewed 





FRANCE | 


ERMISSION granted U. S. to 
operate trans-Atlantic airlines. 


of equip- 
obstacle | 


antic | 


Except for official okay 
there is no longer any 
rans-Atl: 


mail gnd passenger service by Amer- 


. : ican airlines, now that France has 
M. Wesson, Army Chief of Ordnance, wtest . , eee g 
f th lela ttm heme granted a six-month permit to the | 
are some of the officials who hav ies 
. : ie ‘ United States. 


already presented expert testimony 

to the Senate or House Military Af- 

fairs committees. Others will be 
lled in to discuss all phases of the 
tection program. 

The Administration defense de- 
mands were for six general emerg- 
ency additions to defense spending: 

re airplanes, more naval and 
air bases, more “critical items” of 


¢ 


Army equipment, more ‘educational 
orders” for industry, improved de- 
fenses for the Panama Canal and 


ning of civilian pilots. 

1e total cost of extra se- 
curity Measures was estimated at 
$552,000,000 by President 
with $210,000,000 to be spent 
(1940) fiscal year A 


Al 
7) tnese 
Roosevelt, d 
auring 
the coming 
Anti-aircraft Weapons n 
Declared Inadequate g 
The Army officers who have testi- 
fied so far point out the need for the 
increases. An “alarming” deficiency 
in anti-aircraft equipment was de- 
scribed at one point in the testi- | 
} 
| 
' 
| 





mony. General Frank M. Andrews, 
chief of the General Headquarters 
air force of the Army, though not a 
committee witness, said in a speech 

St. Louis that the United States 
now is a fifth or sixth-rate air power. 





Secretary Woodring explained War | 
Department needs in detail and 
promised to draft the necessary leg- 
isiation. 
The extent of Army and Navy in- 


fluence over the proceedings on 
Capitol Hill is seen in the fact that 
the bill to authorize an air fleet of 


a ast 3,000 additional planes was 
¥ ‘nin the War Department. It tl 


an upper limit of 6,000 planes 
the Army air force. 


t} 
Ul 


approval of American flights 
land, 
sould land 
nounced British plans 


COST OF AIR POWER: s 
IT BURDENSOME? Semon eh 


the initial cost, but the 


dergoing close scrutiny 


Wil 
den on American taxpayers. 


tenance and 
reau of Aeronautics as estimated for 


on the basis of a combined Army and 


announced 
to Eng- 
Airways 
An- 
their | 


Great Britain previously 
provided Imperial ' 
in the United States 
to end 





IS 


OES an air fleet of 
the problem that it 
upkeep that 


8.500 planes + 
present is not 
rains the pocketbook? 

Recommendations fer an — ded 
ying force, made by the Presid 
is national defense message, are un- 
now in Con- 
ress to determine if maintenance 
lin time become an excessive bur- 


it in 


The following table gives main- 


Congress ponders the | 
cost of upkeep of the ex- 
panded air fleet recom- 
mended by President Roose- 
velt. Will it be burden- 
some? Here are the facts 


back of the problem. 





replacement costs for 


1e Army Air Force and the Navy Bu- 


1e 1940 fiscal year. Tiiese figures are 











The Army’s needs, which will be 
covered by Army-drafted bills, some Navy air strength oi about 4,300 
which have already been intro- planes: 
duced, are outlined as follows by ARMY 
General Craig: New aircraft $24,355,461 
easd personnel for the Air Experimental and research 
( added number of reserve of- work with airplanes or 
fi in the Air Corps on active eslneene 4.981.167 | 
] re iS 
tab eapeiecs>nnyy for training an Maintenance and opera- 
sed number of aviation in- tion 32. 308.085 
P JOTL «2c ee eesees » Pa 
and assigning training : i & 
mor rmy housing 1e , " 
re Army housing at u Total .....scuce $61.644,713 
a Canal, broadened procure- NAVY 
powers for the Army, wider ye ar 
i lani ian ¢ ‘ Navigational, photo- 
in placing “educational or- é 
¢ graphic, radio and mis- 
cellaneous equipment $ 1,500,000 
Congress Speeds Maintenance and opera- | 
- + 9,000 
| OE eeecuan 24,000,0 
sroad Arms Program 
iti Experiments and develop- 
adition to the bill authorizing eR hel a). 9 500.000 
6.000 planes, introduced in both Construction of aircraft.. 37,600,000 


es of Congress, lawmakers are 


Construction of 


rigid air- 


ding the defense program iN = ghip ........eceeeeseess 500,000 

0 directions, : 3 
\ bill authorizing the Navy to ne $74,000,000 | 
' ush 12 new air and naval bases Combined total, Army and 
€® a cost o 5 ) has en om 1eC Lal, AMI é ws | 
ne Nr ia, ovnylligay es Navy aviation for 1940.$135,644,713 

ed by Chairman Vinson ill 

of Georgia, of the House Even though these figures for the 

N Affairs Committee present air fleet include a substan- 
most controversial item. -ana tial amount of new construction, the 

} s the most discussed feature of total cost of aviation for the two 
the entire defense program, is au- services still amounts to only one- | 
tion to fortify Guam. (See tenth of the estimated expenditure 
page 2, and map on this for all phases of national defense | 


during the coming fiscal 


to implement “educational 
* which train industry in pro 


the air, as 


year 
If America doubles its strength in 
the President has sug- 
Maintenance 


costs tor 


= War materials, were iaken~ gested, will 

Chairman May (Dem.), of Ken- | this flying armada also be doubled? 

of the House Military Affairs | Will the maintenance bill reach as 

ittee, introduced a bill author- much as 300 million dollars each 
appropriation of $32,500,000 for year? 
purpose. Students of military fiseal policies 
t on the Guam issue, little | say no. In support of their argument | 
ion has appeared as yet to the hey po it that many items of | 

Pians urged by Presiden expe su as salaries, research 

and } Arm i Na ind operation of | elds ¢ 
{ ) W 

( itol Hil lefense chief ut 1 the 1 nbe | 
) Nave encountered little heck- With this mind, tl ast | 

é: | that the proposed American air fleet, 
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The —a map shows the location of Guam in the Far Pacific 
in relation to strategic points in American, Philippine and Jap- 
anese The has asked Congress to authorize 
five million dollars to be spent on improving Guam as a prelimi- 
(See article, page 2.) 


defense. President 


nary to possible complete fortifications. 





however, gave Britain and France, protesting clos- 
concern, sO. ing of the “Open Door,” is prelimi- 
permit nary to a showdown on the question 


Canada, 
alrines 
landing 


flights in 
American 
an alternative 


some 


was 











secured from France by the State. of trade in China. 
Department Reports are widely published that 
British flights, possibly as far as Japan's policy is not anti-Open Door 
New York, are planned for the so much as anti-Occidental. In other 
spring, but American planes may words, any activity by westerners will 
take off for Europe earlier if equip- be discouraged. The thought behind 
ment is ready, landing in France. such a policy is that yellow-skinned 
ae ee | Chinese will be just as anxious as 
| yellow-skinned Japanese to support 


government that discriminates 
white-skinned Occidentals. 
x* *« * 


DOMINICAN REPUBLIC 

EWISH refugee 

100,000 planned. 

The Dominican Republic, which 
es a small Caribbean island with 
ero republic of Haiti, may play 
role in solution of Europe's 
igee problem. 

Some time ago the Dominican gov- 
ernment announced its willingness to 
accept 100,000 colonists, and now its 
consul general in London, Major 
Frederick F. Sharles, is said to have 


JAPAN a 
JOTES arrive from U. S., Brit- | 222/4st 
ain, France. 
Receipt by Japan 
notes from the United State 





of “parallel” 


s, Great 
: colony for 


shar 
the Né 
majo! 


is constructed and delivered, 
add much more than 100 mil- 
lion dollars to the present upkeep 
of Army and Navy planes. 


when it 


cost 


vate organizations for the plan. 
Refugees would be welcome, it is 
reported, so long as they do not grow 
sugar, the major Dominican crop. 
2. 6 


BRAZIL 
A RANE sails soon for visit to 


Announcement that Foreign Min- 
ister Aranha of Brazi! will soon visit 
Washington as a guest of President 
Roosevelt underscores the fact that 
Brazil is the United States’ most in- 
fluential friend in South America 

The United States used to be far 
and away the best customer of Bra- 
zil, but now its position is challenged 
by Germany. In sales to Brazil, 
Americans also find that Germany 
is hard on their heels. Among the 
subjects that Brazil would like to see 
Aranha discuss in Washington is an 
American loan or export credit to 
Brazil. The United States Treasury 
is reported giving the project its fa- 
vorable consideration. 

x * * 


NORTHERN IRELAND 
OLICE on watch for Republican 
activity. 


New gropings for a united Ireland 
ruled by Irishmen are apparently the 


reason why special British guards 
patrol the Free State border night 
and day. 


A series of nine bombings of utility 
plants in England has been laid to 
members of the outlawed Irish Re- 
publican Army by Scotland Yard, but 
there are other groups in the Free 
State that are pledged to abolition 
of English rule in the nine northern 
counties. 

A united Ireland was a campaign 
pledge made by Eamon de Valera 
when he was elected Prime Minister 
in 1932 with Fianna Fail (Irish Re- 
publican Party) support. William 
Cosgrave of the United Ireland Party 
also is committed to erasing the di- 
vision between the Roman Catholic 
and Protestant parts of the island. 
Negotiations with the British govern- 
ment, however, have so far been 
fruitless. 
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FROM CHICAGO TO THE 


PACIFIC COAST 


COACH TRAVEL on North Western-Union Pacific 
Streamliners is a rare treat. To the 3934-hour schedule 
between Chicago and the Pacific Coast (saving a day 
en route) are added the many fine comforts and con- 
veniences for which the Streamliners are famous, plus 
low cost meals in the Coffee Shop Dining Car. The one 
way coach fare, Chicago to Los Angeles-San Francisco, 
is only $39.50—the extra fare for Streamliner coach 
comfort but $5.00! 

The City of Los Angeles Streamliner leaves Chicago 
every 3rd day at 6:15 pm. 

The City of San Francisco Streamlinerandtheall-Pullman 
“Forty Niner” provide alternating service between Chi- 
cago and San Francisco every 3rd day. The Streamliner 
leaves Chicago 6:15 pm; the “Forty Niner,” 9:30 am. 
The City of Portland Streamliner has five “sailings” a 
month, leaving Chicago 6:15 pm. No extra fare. 

To both Coach and Pullman passengers there's nothing 
quite so satisfying as Streamliner service. 


TO COLORADO 


The “CITY OF DENVER” Streamliner . . . just 
“overnight” between Chicago and Den- 
ver. The best of everything in Coach and 
Pullman equipment, at no extra fare. 
Leaves Chicago every night, 6:20 pm. 





Union Pacific or C. & N. W. Ry 
300 National Press Bldg. Woodward Bldg. 
Phone Republic 0600 Phone Republic 1991 
Washington, D. C Washington, D. C 
1 S. LaSalle St., Chicago, Ul. 148 8. Clark St., Chicago, II. 


North Western. Union Pacific 


ROUTE OF THE Sitemmiliners “AND THE Challenges 


Enjoy a 
Winter Holiday 
et SUN VALLEY 


IDAHO 

















LET UP_ LIGHT UP A CAMEL 


SMOKERS FIND THAT CAMELS COSTLIER TOBACCOS ARE SOOTHING 70 THE NERVES 







101 STORIES UP on the world’s tallest building, Sidney Evert 
swings in the wind with only a frail scaffold between him and—well, 
it’s 1100 feet to the street. His work is to repair windows in the 
tower of the Empire State Building. Nerve straining, you bet, but as 
Sid Evert says: “A fellow with jumpy nerves wouldn't last long on 
my job. So I ease the tension on my nerves whenever I can. I set 
up—light up a Camel. I find Camels are soothing to the nerves.” 

Smokers in a wide variety of nerve-nagging occupations, nerve- 
straining sports turn to Camels for the same reason. They find it 
pays to ease nerve tension often. So they let up—light up a Camel! 



















TRAPPED ON A BLAZING WRECK, 
Captain Hans Milton displayed cour- 
age and nerve-power that won him 
head-lines from coast to coast. He 
says: “On the schooner Pioneer, afire 
400 miles out of Halifax, we had a lit- 
tle food and water and some Camels. 
Those Camels were a great comfort 
through the nerve strain of worry and 
danger. It’s a rule with me, when- 
ever I feel my nerves getting tense, 
keyed-up, to let up—light up a Camel.” 


“RUNNING A HOME is a full-time job,” 
says Mrs. Frank E. Smith, housewife 
and hostess,“and every minute of it 
can be nerve straining. Cleaning up, 
planning meals, social affairs would 
run me pretty ragged (and add years 
to my looks) if I didn’t make sure to 
protect my nerves. My way of avoid- 
ing jumpy nerves is this: The minute 
I feel tense and ‘edgy,’ I pause—I let 
up—light up a Camel. I find Camels 
really soothing to the nerves.” 





EDDIE CANTOR—America’s / ~D 
) great comic personality t aS 





BENNY GOODMAN — King of 


Swing, and the world’s greatest 


willed yourself on... 








(above) A GORDON SETTER is pictured here— 
a handsome, muscular dog to be proud of. It’s 
a thrill to watch his flashing action. And it’s a 
valuable lesson to observe that after strenuous 
activities, this dog suddenly halts... relaxes! 
Though his nervous system is high-strung like 
our own, the dog responds quickly to the in- 
stinctive urge to rest. We don’t usually look after 
our nerves that well. Perhaps you have often 
hour after hour at a task 
. ignoring merve strain. Try breaking that 


as o 2 i. 5.” é ge 1. . 
& ou Fach Monday evening on the \ ] swing band—cach Tuesday eve- merve strain Occasionally — pause now and then 
\ 7 ' mbia Network. 7:30 pm PW ning—Columbia Network. 9:30 —LET UP—LIGHT UP A CAMEL! Camels are 
do I 9:30 pm C.S.T., 8:30 4A. 8 pm E.S.T., 8:30 pm C.S.T., 7:30 , : hairkihirerie 
ot ‘ 4 i } a matchiess blend of finer, MORE EXPENSIVE 
pm M.S.T 30 pm P.S.T. pm M.S. T., 6:30 pm P. §. T. we r 
TOBACCOS... Turkish and Domestic. 


Coprright, 1988, B. J. Reyacide Tebacce Company, Winston-Salem, N.C. 






COSTLIER TOBACCOS 


Smoke 6 packs of Camels 
and find out why they are 
the LARGEST-SELLING 
CIGARETTE IN AMERICA 
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THE LEGISLATIVE 
MILL IN ACTION 


LIMAXING its consideration of Presidential 

nominations with a two-day display of ora- 
torical fireworks over the appointment of Harry 
L. Hopkins as Secretary of Commerce, the Senate 
has now completed a major part of this phase 
of its work. 

Over the nominations of Felix Frankfurter, for- 
mer Harvard law professor, as an associate jus- 
tice of the Supreme Court, and of Frank Murphy, 
former Governor of Michigan, as Attorney Gen- 
eral, there was little discussion when the time 
came for the final vote on confirmation. 

Nomination or Mr. Frankfurter was approved 
without debate by an “aye” and “no” vote in 
which no member raised his voice audibly in the 
negative. Nomiaation of Mr. Murphy was con- 
firmed by a 78-to-7 vote after a short debate, pri- 
marily on the subject of his conduct during the 
sit-down strike in Michigan. 


Mr. Hopkins’ Nomination 
Center of Sharp Debate 


But the nomination of Mr. Hopkins, former 
WPA Administrator, was a different story. Bas- 
ing their attack on data revealed in the report 
of the Sheppard Committee investigating cam- 
paign expenditures and on Mr. Hopkins’ own tes- 
timony, the opponents of the nomination criti- 
cized “politics” in relief. (See excerpts from de- 
bate on this page.) 

Confirmation of Mr. Hopkins’ nomination, de- 
clared Senator Reed (Rep.), of Kansas, means 
the Senate will have condoned political irregu- 
larities and “will have set a new all-time low in 
the political morals of the country.” 

Finally, on Jan. 20, after two days of debate 
on the nomination, Majority Leader Barkley ob- 
tained unanimous consent to a limitation of de- 
bate when the Senate resumes discussion of the 
matter this week. 

Other nominations which the Senate confirmed 
during the week included that of Forrest F. Hill, 
of New York, to be Farm Credit Administration 
Governor; Edward C. Eicher, of Iowa, to be a 
member of the Securities and Exchange Com- 
mission; Franklin W. Hancock, Jr., of North 
Carolina, to be a member of the Federal Home 
Loan Bank Board; and Henry Ohl, of Wisconsin, 
to be a member of the Federal Board for Voca- 
tional Education. 

That the sharp interchanges in the Senate were 
but the prelude to equally violent controversy 
later in the session was forecast by other de- 
velopments of the week. 


President’s Messages 


On Taxes, Social Security 


While the President’s defense program pro- 
gressed smoothly along the initial stages of com- 
mittee hearings, and the WPA deficiency appro- 
priation progressed along a much rockier road 
in hearings before a subcommittee of the Senate 
Appropriations Committee, Congress got a num- 
ber of new major Presidential recommendations. 

Foremost were the long-forecast messages ask- 
ing Congress to eliminate immunity from taxa- 
tion of Federal, State and local governmental 
salaries and securities (full text on page 13) and 
recommending revision of the Social Security Act 
(full text on page 3). 

Another message, a companion to the message 
on elimination of tax-exemptions in that it, too, 
had its origin in the Treasury, asked for a two- 
year extension until Jan. 15, 1941, of the acts cre- 
ating the two-billion-dollar stabilization fund and 
giving the President power to devalue the dollar. 
(See page 13.) 

In the message on revision of the Social Se- 
curity Act, the President urged extension of ben- 
efits of the old-age insurance system and the 
Federal-State unemployment compensation sys- 
tem to “all of our people” as rapidly as possible. 
He gave hearty approval to a report of the Social 
Security Board whach he sent to Congress with 
his message. (See article on page 3.) 

Other important messages and requests went 
from the White House to the Capitol, some of 
them, however, of a much more informal nature. 

Resuming his fight to restore the 150 million 
dollars lopped by the House from the original 
WPA deficiency appropriation request, the Pres- 
ident called a number of Senate leaders to the 
White House. 


Warnings of Distress 
Fail to Sway Committee 


But despite another warning issued by the 
President that more than a million people will 
have to be dropped from WPA by July 1 if the 
cut is retained, and protests from Mayor La- 
Guardia of New York and others, the subcom- 
mittee considering the measure reported it in 
about the same form it passed the House. Re- 
strictions in spending the $725,000,000 appropria- 
tion were outlined, however, to prevent large re- 
ductions of WPA rolls during the winter. 

Other evidence of Congress’ current “economy 
mood” appeared on the other side of the Capitol 
when the House Appropriations*Committee re- 
ported out the First Deficiency Bill with the orig- 
inal budget estimates for its items slashed from 
$13,529,000 to $9,979,000. Biggest single cut was 
a reduction of the appropriation for Federal aid 
in salvaging of New England timber leveled in 
last fall’s hurricane, from $5,000,000 to $3,000,000. 

Apprehension over possible complications in 
our relations with Japan was aroused by one sec- 
tion of a nationa! defense bill to authorize the 
Navy to establish 12 new naval aviation and sub- 
marine bases at a cost of $65,000,000. Included in 
the measure was a provision for expenditure of 
$5,000,000 for improvements at Guam, one of our 
Pacific Island outposts which Japan feels is with- 
in her sphere of influence. 

Controversial issues were opened on additional 
fronts by other legislative moves. 

Senator Wheeler, chairman of the Senate In- 
terstate Commerce Committee, announced after 
a conference with the President that he plans to 
introduce several bills soon to provide relief for 
the railroads. 

Rep. Cochran (Dem.), of Missouri, asked the 


House to continue the select committee on Gov- 
ernment organization and a drive was begun in 
the House to obtain revision of territorial differ- 


‘tentials in freight rates. 


+ 
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, yee air on Capitol Hill is thick with talk of national defense. In 
the left photo, General Malin Craig, Chief of Staff, U. S. Army 
(left), and Secretary of War Woodring (right) confer with the House 
Military Affairs Committee, headed by Rep. Andrew May (center), 


on plans for a future army building program. 


lican and Democratic 


—Harris & Ewing 


The Men Played With Guns —The Boys Played With Snow 


Meanwhile, with an unusual fall of snow in Washington, the Repub- 


pages of the House of Representatives slipped 


out while their elders were discussing national defense and pelted 
each other with snowballs in their annual battle. The outcome, as the 


cameraman subtly tried to suggest, was extremely dubious. 





+ THE VOICE OF CONGRESS + 


Mr. Hopkins and the “Politics-in-Relief” Issue: 


Senate Debates a Dynamic Question of the Day 


THE lively topic of politics in relief came toa head + 
in the Senate during debate on confirmation of 
Harry L. Hopkins, former Works Progress Adminis- 
trator, as Secretary of Commerce. 
Excerpts from the debate follow: 


MR. REED (making his maiden 
speech): 

I have no doubt that when the vote is taken Mr. 
Hopkins will be confirmed. A majority of the ma- 
jority upon the other side of the aisle will furnish 
the votes necessary to do that. I desire, however, to 
leave with the Senate the thought that when it 
shall have confirmed the appointment of Harry L. 
Hopkins it will have condoned the acts, the policies 
of his administration, and the atmosphere which 
he created; and we on this side will meet Senators 
on the other side and their party with that as an 
issue in the election of 1940. 


(Rep.), Kans. 


The Recent “Recognition” 
Of Relief Abuses 


MR. DAVIS (Rep.), Penn.: Mr. President, 
I do not wish to indict the intelligence of 
Mr. Hopkins by saying that he did not know 
what was going on in W. P. A. in the great 
State of Pennsylvania. He had every opportunity of 
knowing. He could have known if he had wanted 
to know, and I do not think he has been in Wash- 
ington for six years without knowing the work relief 
problems of our State. At no time, however, until 
he was called before the committee considering his 
nomination have I heard of him indicating his 
clear recognition and sure condemnation of these 
abuses. ... 

MR. BARKLEY (Dem.), Ky., Senate majority 
leader: A while ago, when I asked the Senator (Mr, 
Davis) tayield, and he declined, he was stating in 
his address that he was satisfied and actually 
charging Mr. Hopkins with knowing the condition 
which he described in Pennsylvania. If the Senator 
insists on that attitude, then he disagrees with the 
Senate committee, which in its official report exon- 
erated Mr. Hopkins from any knowledge or respon- 
sibility in connection with any of these matters 
that were criticized by the committee in the States 
referred to. 

MR. DAVIS. I am expressing my opinion that 
that is the opinion of the Senate committee. The 
district representative of Mr. Hopkins in Pennsyl- 
vania certainly knew about it. Mr. Aubrey Wil- 
liams certainly knew about it in Pennsylvania, And 
I said I did not want to indict him in a way to show 
that he did not know what was going on in his 
office. 

MR. BARKLEY. Then by not being willing to in- 
dict Mr. Hopkins, the Senator is willing to indict 
the Senate committee for making the report. 

MR. DAVIS. No; I am not willing to indict the 
Senate committee. I say the Senate committee did 
an excellent job. 

MR. BARKLEY. Very well. They said that Mr. 
Hopkins knew nothing about this and was in no 
way responsible for it. The Senator disagrees with 
the cominittee? 

MR, DAVIS. I disagree with the committee on 
that point because of the fact that on many occa- 
sions I have called incidents to the attention of Mr. 
Hupkins, and Mr. Hopkins said that he could not 
turn a handspring every time I brought in the 
political question of W. P. A. and relief. ... 


State Politics Cited 


As a Major Issue 


MR. HOLT (Dem.), W. Va.: I will ask the Senator 
from Kentucky a question in my time. Does he 
mean to tell the Senate that there was no politics 





in relief in Kentucky? 

MR. BARKLEY. I do not mean to tell the Senate 
that. I have never insisted that there was no poli- 
tics in Kentucky. 

MR. HOLT. Who put the politics in relief in 
Kentucky? 

MR. BARKLEY. I did not put it in, and I do not 
think Mr. Harry Hopkins put it in. There was poli- 
tics, but it was very largely down in the counties 
where there were contests carried on among certain 
officers who had the control of the appointment of 
the certifying agents in those counties, and which 
was not controlled by the W. P. A. As the Senator 





No nomination to an executive post 
has stirred more discussion in Con- 
gress this year than the President's 
choice of Harry L. Hopkins to be Sec- 
retary of Commerce. 

Memories of last summer's political 
campaigns, of the “purge” committee, 
of the Works Progress Administration 
in politics were recalled as the Senate 
debated the nomination, after its 
Commerce Committee had approved 
the former WPA Administrator. 

The debate in the Senate contained 
sharp criticism of Mr. Hopkins, though 
even his critics had conceded his con- 
firmation to the Cabinet post. Ex- 
cerpts from the debate appear here. 











knows, the W. P. A. does not employ or compensate 
or appoint the local certifying agents in any county. 
Those agents are appointed by the county officers. 
In my State it happens to be by the county judges, 
and fiscal courts, and they are responsible to the 
county judges for their appointments and for their 
compensation. 

There were instances perhaps in some counties 
where county officers and county agents, certifying 
agents, went beyond the bounds of propriety, 
locally, in the matter of politics. I did not insti- 
gate that. I not only did not instigate it, I con- 
demned it then, as I condemn it now. And Mr. 
Hopkins knew nothing about that and had noth- 
ing to do with it, and it is not fair either to Mr. 
Hopkins or to me for the Senator, in his own time 


or anybody else’s time, to assert that I knew that 
there was politics in relief in Kentucky, or that I 


had anything to do with it. 


Relation Between Relief 


Rolls and Elections 
MR. HOLT. 


were boosted in an election year and cut down in 
an off-year. According to the W. P. A. there were 
2,114,800 employees in March, 1937. 
that number was reduced to 1,519,740, or a reduc- 


tion of approximately 600,000, while in 1938, an 


election year, in March there were 2,394,843 em- 
ployees in the W. P. A. in the United States, and in 
November there were 3,216,400, or an increase of 
822,000, figuring it roughly. 

MR. BARKLEY. The Senator does not contend 
that in 1937 the W. P. A. spent less money than 


I desire again to offer the record to 
show, as I said a moment ago, that the relief rolls 


In November 


* Congress had authorized it to spend, does he? 

MR. HOLT. Ff have never known the time when 
the W. P. A. did not spend more than Congress 
gave it. 

MR. BARKLEY. In other words, the number of 
men put on the rolls in any year must depend upon 
the amount of money available, and that amount is 
determined by Congress. 

MR. HOLT. That is correct. oe 

MR. BARKLEY. The Senator would not contend, 
would he, that in 1937 the W. P. A. spent less than 
the amount Congress had allowed it? And I take it 
he would not contend that in 1938 the W.P. A. spent 
more than the amount Congress allowed it. So the 
amount of the appropriation for 1937, as well as 
the amount of the appropriation for 1938, would 
determine the number of men and women who 
could be put on the W. P. A. rolls. Therefore, the 
question of how many men or women shall be put 
on the W. P. A. rolls is not a matter of caprice on 
the part of Mr. Hopkins, or anybody else. It de- 
pends on the amount of money Congress appropri- 
ates to put men and women on the rolls. 

MR. HOLT. The Senator is absolutely correct in 
Saying that the appropriation was lower in 1937 
than in 1938. 

MR. BARKLEY. Then, why is it—— 

MR. HOLT. Let me finish my answer. However, 
the Senator from Kentucky can probably tell us 
why the amount was higher in 1938 than in 1937. 
The Senator had much to do with it. 

MR. BARKLEY. No; I cannot, any more than 
the Senator can, because the appropriation was 
made—— 

MR. HOLT. 
know. 

MR. BARKLEY. The Senator is on the inside of 
the Senate, and the Senate had something to say 
about it. The Senator knows that the appropria- 
tion—— 


I am not on the inside. I do not 


Congress as the Judge 
In WPA Appropriations 


MR. HOLT. I am not in the inner circle of the 
Senate. 

MR. BARKLEY. There was nothing secret about 
the appropriation. 

MR. HOLT. Oh, no. 

MR. BARKLEY. The appropriation was openly 
debated in both the Senate and the House. 

MR. HOLT. Yes. 

MR. BARKLEY. The Senator from West Virginia 
participated in those debates, as he always does. 

MR. HOLT. Does not the Senator think that the 
Senator from West Virginia contributed to the de- 
bates? 

MR. BARKLEY. I beg the Senator not to ask me 
to commit myself on that question. The Senator 
always contributes to every debate. Just what he 
ecntributes may be subject to debate. However, the 
Senator was present, and he knows that the amount 
of money is not a secret. 

MR. HOLT. That is true. 

MR. BARKLEY. The matter was debated openly 
day by day in both the House and the Senate: and 
if Congress appropriated less money for 1937 than 
it did for 1938, Congress is responsible for it. It was 
not due to any election. If it was due to an election, 
Congress must accept its responsibility for appro- 
priating more in 1938 than it did in 1937. So, the 
Senator is not fair with the W. P. A. or with any- 
body else when he says that the rolls were increased 
in 1938 because there was an election coming. 

MR.HOLT. I am glad that the Senator has joined 
the mourner’s bench, and taken the responsibility. 

MR. BARKLEY. I am always eligible to join any 
mourner’s bench. However, I do not want the hand 
ot fellowship extended to me by the Reverend Dr. 
Holt, of West Virginia. 








IN COMMITTEES: 
LAWS IN MAKING 


\ = weeks after the convening of the 76th 
Congress, committees, whose organization 
has just been completed, are rushing plans to 
roll legislation along. 

The relief bill, sped ahead, will be the new 
Congress’ first major enactment. National de- 
fense measures, under way, will be expedited 
Social Security liberalization will be up for hear- 
ings before the House Committee on Ways and 
Means beginning February 1, with a welcome to 
“all tggtersa en including the veteran old-age 
pension advocate, Dr. Townsend, 

Chairmah Doughton. acimedied 

Relief. While tne President was issuing warn- 
ing that a House reduction of $150,000,000 in 
appropriations for continuing the WPA activi- 
ties during the next five months meant that the 
WPA would have to drop a million people from 
its rolls, the Senate Committee on Appropriations 
was hearing WPA Administrator Harrington 
plead for restoration of the full amount pro- 
posed, $875,000,000. Senate Finance Committee 
Chairman Pat Harrison said $600,000,000 was 
sufficient, and Chairman Glass, in charge of the 
appropriation, said even that was “too much.” 
Speaking for the Conference of Mayors of the 
United States, Mayor La Guardia, of New York 
advocated increase of the total to $915,000,000. 

Despite speculation whether the full Senate 
committee would restore the full $875,000,000, the 
subcommittee reported the bill as it passed the 
House, with restrictions against reducing the re- 
lief rolls during the winter. 


National Defense Aims 
Outlined by Officials 


Defense. Army and Navy officers, including 
Secretary of War Woodring and high ranking 
generals and admirals, portrayed national pre- 
paredness needs, including many more airplanes, 
more air bases, millions of dollars of appropria- 
tions for educational orders to manufacturers to 
keep them familiar with munitions production. 
Bills embodying Administration recommenda- 
tions were introduced and await early committee 
action on both sides of the Capitol. Hearings 
continue this week. (See page 5.) 

Monopoly. The National Monopoly Committee, 
headed by Senator O’Mahoney (Dem.), of Wyo- 
ming, concluded hearings on proposed reforms 
in the patent system. (See page 11.) 

Waterways. The old problem, revived in a 
Presidential request, of spending more millions 
to complete the Florida Ship Canal and the 
Passamaquoddy Bay tidal harnessing project is 
up again for action. President Roosevelt, in a 
letter to Chairman Mansfield, of the House Com- 
mittee on Rivers and Harbors, appealed for new 
consideration of those controversial projects. 
The President said the Canal is “justified today 
by commercial and military needs.” 

Neutrality. The Senate Committee on Foreign 
Relations postponed indefinitely consideration of 
neutrality legislation. It adopted a motion that 
further action on pending neutrality legislation 
will be taken “at the will of the committee.” 
Pending were two bills, one to repeal the neutral- 
ity law, the other to prohibit export of arms and 
ammunition from the United States. 


Congressional Outlook 
For Rail Rehabilitation 


Railroads. After a White House conference, 
Chairman Wheeler, of the Senate Committee on 
Interstate Commerce, announced he would intro- 
duce a bill to simplify reorganization, repeal a 
clause in the ICC act which deals with consoli- 
dations and protection of labor during consolida- 
tions, but that he is still opposed to repeal of the 
long and short haul clause notwithstanding rail- 
roads’ advocacy of its repeal or modification. 
Chairman Lea, of the House group, also at the 
conference announced his committee will begin 
hearings this week to work out a legislative pro- 
gram for the railroads, with prospect of action 
by the House at this session. 


Appropriations. Slashing of Budget proposals 
is on in the closed sessions of the House Ap- 
propriations Committee. It reported a general 
deficiency bill carrying $9,979,000 instead of 
$13,529,000 asked by the President. A two million 
dollar reduction was in a five million dollar 
recommendation of the Budget for eliminating 
fire hazards in New England forests damaged by 
last September’s hurricane. 





Record of Legislation 
BILLS PASSED 


WPA appropriation for remainder of fiscal year 
(H. J. Res. 83); Passed House Jan. 13; Senate subcom- 
mittee reported Jan. 20. 


BILLS INTRODUCED 

Constitutional amendment to empower Congress to 
pass uniform legislation regulating marriage and di- 
vorce, now restricted to States (S. J. Res. 44) and 4 
bill (S, 791) as a pattern for such regulation; Sen. 
Capper, Kans.; Judiciary Committee. 

Amendment of silver purchase act of 1934 to limit 
such purchases to domestically mined silver at a fixed 
minimum price (S. 625); Sen. McCarran, Nev.; Agri- 
culture and Forestry. 

Extension of amortization period for HOLC loans 
from 15 to 25 years (S. 628); Sen. Mead, N. Y.; Bank- 
ing and Currency. 

Crop production loans to farmers and aid in re- 
habilitating tenant farmers and share croppers 
(S. 667); Sen. McKellar, Tenn.; Agriculture and For- 
estry. 

Appropriation of $5,000,000 proposed to help pay 
for salvaging timber felled in New England hurricane 
(S. 680); by 12 Senators; Agriculture and Forestry. 

Authority in national emergencies to acquire stra- 
tegic and critical raw materials, concentrates and 
alloys essential for military and civilian supplies 
(H. R. 2643); Rep. Faddis, Pa.; Military Affairs. 

Federal corporation licensing (S. 330); Sen. O’Ma- 
honey, Wyo.; Judiciary. 


Aircraft increase (H. R. 2780); Rep. May, KY.; 
Military. 
Administration program for 12 new naval bases, 


modernization ot H. R. 2730-31; 


Naval. 


submarines, etc.; 








ae o + 


Low 


tl 





~ » 
ba) D 


ts fo 


~ 
bo j 


> 


Que 
sul 


Cal 


1nge 


we 


Fr awoen 


~~ oft re = = +s 


- 


“ 


— Ww © 


we 


ua re & 


yanuary 23, 1939 


The United States News 


7 








+- 


TINETEEN centuries before 
Walrus and the Carpenter in 


+ 
the | 


Alice in Wonderland made their feast | 


n oysters from the briny deep, the 
Romans in their banquet halls were 
praising the food qualities of the 
ovster. During the Middle Ages, also, 


the oyster was highly prized as a | 


food. And America, ever since the 
days of the early colonies, has con- 
sumed large quantities of oysters. 

But it has remained for modern 
days to introduce a new factor into 
the oyster industry — the 
farmer. If it were not for the oyster 
farmers there would be only about 
one-third of the present supply of 
ovsters, aS nearly two-thirds of all 
oysters marketed are taken from 
grounds which are owned or leased 
by individuals or corporations and 
are tended by them in much the 
same way in which a land farmer 
tends his crops. 

The figures as to the percentage of 
oysters supplied by the oyster farms 
are shown by the latest Bureau of 
Fisheries figures. 


Oyster Culture Aids 

In Conserving Supplies 

Moreover, development of the cul- 
ture of oysters has conserved the na- 
tural supply and kept our natural 
oyster fisheries from the destruction 
which was the fate of once profitable 
oyster fisheries off the coasts of 
Maine and New Hampshire. 


The oyster industry ranks as the | 


principal employer of labor among 
our fisheries, employing approxi- 
mately 60,000 persons either as fish- 
ermen, oyster shuckers, packers or 
at various other tasks. 


The first knowledge of oyster cul- | 
tivation came by chance. In March, | 





oyster | 





FORCING FULL COMPLIANCE 














New Developments in the Oyster Industry 
Increase Production and Lower Prices 
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1835, a schooner laden with Vir- 
ginia oysters arrived at New Haven, 
Conn., too late for that season’s 
} market. To avoid loss of the cargo, 
the oysters were laid in one of the 
nearby coves. The following fall 
when the oysters were recovered 
for marketing was found that 


they had increased at least a third 
in size and were of an excellent 
flavor. 

This incident led to the practice of 


| transplanting hundreds of thousands 
of bushels of Chesapeake and Jersey 
oysters to northern waters each year 
for marketing the following autumn. 
| The next advance came in 1862 
when a Frenchman, Captain de 
Broca, acting under orders of Em- 
peror Napoleon III, visited the United 
States to study our oyster fisheries. 
He suggested the practice of laying 
down old shells and brush near the 


WITH THE WAGE-HOUR ACT 


HEN Wage-Hour 

Elmer F. Andrews formulated 
his program for the coming year, he 
placed at the top of his list of ob- 
jectives—compliance. 


The Wage and Hour Law has been | 


effective for three months. During 
that time, some 6000 complaints of 
violations have been received. 

Eliminating the duplications and 
those unworthy of serious consid- 
eration, the Administrator feels he 
has perhaps 1000 complaints of a 
substantial nature. 

However, no actual legal action 
has been taken by the Division, 
through the Department of Justice, 
to prosecute violators. 





The Wage and Hour Di- 
vision moves into a new 
phase. Administrator An- 
drews shifts his compass. 


A program takes shape. 











The Administrator considers the 
total number of violations “insignifi- 
cant” in their proportions and he 
has publicly thanked the great ma- 
jority of employers for their coop- 
eration. 

Nevertheless, Mr. Andrews proposes 
during the coming year to insure one 
hundred per cent compliance in fair- 
ness to those employers who are com- 
plying voluntarily. 

Two factors have hampered strong 
enforcement during the first three 

onths of operations. 

One is the fact that the Division’s 
field staff has never numbered more 
than 44 persons—hardly enough to 
carry on the necessary investigations. 
And these operate from only four 
regional offices. 

Civil service examinations for sev- 
eral grades of inspectors, to be an- 


nounced this month, will make pos- | 


sible the enlarging of the field staff. 


State Cooperation 


To Aid Enforcement 
Also, the Division will tighten its | 
relations with State departments of 
abor. The first group of affiliation 
agreements with the States will go 
into effect July 1. 
Meanwhile, prospective passage of 








an increasing number of State wage 
and hour laws will make possible | 
. * cooperation and tighter en- | 
forcement. 
P Che second hampering factor has 
meen lack of funds. The Division 
could not progress very rapidly on 
any front with its original appropri- 
4Uon of $350,000. Congress can solve 
‘his problem by granting more 
noney. A $950,000 deficiency re- 
Quest has been cut to $850,000 by a 
Sudcommittee. Next year’s budget 
calls for $3,500,000. 

While Administrator Andrews will 
te his primary efforts to ensur- 

> COmpliance, he will be 
vorking on the problem of wage 
rders, 

The Act provides that he appoint 
committees for each industry, and, 


Ca 





also 


levels above those prescribed by the 
Act. 
Thus far, only three industry com- 


mittees have been appointed—those 
for cotton, silk and synthetic fibre 
textiles; for apparel, and for woolen 
textiles. Only the first of these is 


nearing the point where it can rec- 
ommend a wage order. 

These committees are an essential 
part of the law. Congress stated in 
the act its intent to 
through these committees, to the 40- 


rals¢ wages, 


Administrator through them, issue orders for wage ¢ cents-an-hour level as rapidly as pos- 


sible. 

Requests for appointment of these 
committees have been received from 
more than 100 industry classifica- 
tions, and the Administrator hopes 
to appoint as many as 15 commit- 
tees in the first half of this year. 

The Administrator also suggests 
that Congress amend the Act to clar- 


ify hazy definitions and to relieve | 


employers of retroactive penalties if 








court decisions conflict with Division | 


interpretations. 


| oysters from this seed. 


of catching a set of young oysters. | 

Through the years, oyster farming 
has grown until today large corpora- 
tions operating thousands of acres 
of water area are using the latest 
developments in machinery to reduce 
costs of production of oysters. 

Not all the oyster farms, of course, 
are of such a size. Many of the farms 
are run by individuals who cultivate 
only a few acres and who necessarily | 
depend largely on hand-labor 
methods. 

The extent to which oyster culture 
or oyster growing is carried out also 
varies greatly. In some cases the 
operations may be restricted to cul- | 
tivation of spat (the young oysters 
before they have become attached to 
the bottom); in others to the raising 
of transplanted seed oysters to 
oysters of marketable size; and in 
Still others both the culture of seed 
oysters and raising marketable 


Barren Sea Areas 


Made Productive 
By improved methods of oyster 
culture greater quantities of spat 
have been collected than formerly 
was believed possible, depleted beds 
and barren areas have been restocked 





with oysters, and large areas in deep 
water beyond the natural range of 
the oyster have been brought into 
cultivation, thereby adding to our 
oyster-farming acreage. 

While some forms of oyster cul- 
ture, as has been pointed out, have 
been practiced for many years in 
the United States, most of the scien- 
tific devefbpments have been made 
in comparatively recent years. 

The typical individual oyster 
farmer controls a body of water of 
about 50 to 100 acres*located along 
the seashore in a bay or inlet or in 
the open ocean along the shore. The 
hottom of this area of water is his 
oyster farm. 

If the farm is along the North 
Atlantic Coast, it may be entirely 
covered with water at all times. If 
along the South Atlantic or Gulf 
coast, it may be confined to a rela- 
tively narrow space hetween high 
and low tide levels, and seldom more 
than two or three feet below water 
level. Along the Pacific Coast the 
farms often are exposed at low tide. 


Problems That Face 


The Oyster Farmer 


Just as the land farmer has to bat- 
tle against weeds, bugs and other 
enemies to his crops and faces the 
losses from hail, flood and extremes 
of temperature, the oyster farmer 
has to fight the ravages of starfish 
drills and other enemies of the oyster 
and is subject to losses from storms, 
winter ice, silt, drifting sand and 


| Such catastrophies as the hurricane 


of last September in the northeast- 
ern States. 

Various methods have been de- 
veloped to combat the enemies of the 
oyster. 

Another line of development has 
been the introduction of more effi- 
cient machinery for harvesting oys- 
ters, usually by dredges. One new de- 
velopment introduced recently is a 
device which uses suction to take the 
oysters off the bottom. 

Most of the progress in the indus- 
try has come in the operation of the 
private oyster grourds. Most of the 
oyster fishermen on the natural 
grounds still use tongs and other 
hand devices to harvest the oysters. 
During a day an individual tonger 
may take seven or eight bushels of 
oysters, 


Dredges Harvest 
Huge Supply in Day 

On private oyster farms, in con- 
trast, the fishing vessels often are 
made to operate at least two dredges 
which have a capacity of 1,000 to 
5,000 bushels a day. 

Dredges also are operated on nat- 
ural beds, but usually these beds are 
less productive and the take ranges 
only from 40 to 50 bushels a day. 

Oysters were among the first foods 


- = : 
canned in this country and a large 


portion of the harvest is canned. A 
comparatively new development is 
the freezing of oysters by a special 
process and the cold storage of oys- 
ters for sale during the summer when 
the oyster season is closed. 

Because of the success of the oyster 
farms in increasing the supply, it has 
been possible to sell oysters for much 
| lower prices than prevailed a decade 

ago. Thus, the average price through- 


; 


— a 
out the United States paid to oyster 
farmers and oystermen, according to 
Bureau of Fisheries figures, dropped 
from 82 cents a bushel in 1925 to 52 
cents a bushel in 1936. The price last 
year, The Oyster Institute of North 
America estimates, remained at 
about the same level as in 1936. 

The foregoing is Article No. 52 in 
a series on outstanding developments 
in the efficiency of industries in the 
United States. 
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To “Riley” on his 38th crossing, 
as to other Orient “commuters; 
one thing is clear...the Empresses 
offer unsurpassed service. Sail 
from Vancouver and Victoria 
...or from California, connect at 
Honolulu. Your agent or 14th and 
N.Y. Ave.,N.W., Washington, D.C. 


Camadian Pacific 


Since 1886... SERVICE om the Pacific 


HAWAII ¢ JAPAN 
CHINA « MANILA 











Empress of Japan...\argest, fastest on 
the Pacific. All-expense tours to 
Hawaii, $247.85 up Tourist Class. 
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Life of Riley 


---ON THE 


PACIFIC 









1. “When I stride up an Empress 
gangplank, it’s like a visit home. This 
line certainly knows its hospitality!” 





2. “Why, aboard these ships I just 
wish for something and it's done. My 
cabin ‘boy’ is a genius...or a genie!” 
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is Chesterfield 


when youre bidding for More Smoking Pleasure 





By combining (blending together) the right kinds of 
mild, ripe American and aromatic Turkish tobaccos, 


Chesterfield brings out all their fine smoking qual- 
ities and gives you a cigarette that’s outstanding for 
mildness... for aroma... for taste. 





When you try them you will know why Chesterfields 
give millions of men and women more smoking 
pleasure... why THEY SATISFY 


Chesterfield 


... the blend that cant be copied 
... the RIGHT COMBINATION of the 
world’s best cigarette tobaccos 





sht 1939, Liccetr & Myers Topacco Co. 


The colorfulP. HAL SIMS, 
master bridge authority and 
player says, ‘It’s the right 4 
combination of keen bid- ™ 
ding and skillful play of the 
hands that takes the tricks’. 
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THRIFT vs. SPENDING: MR. BYRD'S NEW PLEA FOR ‘FISCAL SANITY" 


+ for a brief period be necessary an@ 


Following ts the full text of a 
letter from Senator Harry F. 
Byrd (Dem.), of Virginia, to Mar- 
riner S. Eccles, chairman of the 
Federal Reserve System, in reply 
to a letter from Mr. Eccles on 
the question of Federal spending 
to promote business recovery. 


Y DEAR MR. ECCLES: 


Your public letter to me, signed | 


as chairman of the Federal Reserve 
System,I have the honor to reply to. 
The letter was received the day after 
Christmas. The holiday season and 
the opening of Congress have pre- 
vented an earlier reply. 


Your fiscal program, in substance, 


has since been adopted by the Presi- 
dent of the United States. 

You say the budget of the Federal 
Government cannot be balanced ex- 
cept by “restoration of national in- 
come.” And this you propose to ac- 
complish by still greater pump-prim- 
ing. The President says to reduce 
expenditures now “we would invite 
disaster,” and sets a national income 
of 80 billion dollars as an assurance 
for budget balancing. 

We are told that when an 80-billion 
dollar national income is secured, the 
budget will automatically balance 
from increased yields from taxation, 
and that until an 80-billion-dollar 
income is gained, the Federal Gov- 
ernment will continue to borrow and 
spend and increase the public debt. 


If not realized under the proposal, 





we must assume the borrowing and | 


spending continue so long as the sol- 
vency of the Government lasts. 
The Party Platform 
And the Spending Plan 


What you advocate is a direct re- 
pudiation of the Democratic plat- 
forms of 1932 and 1936, the economy, 


and budget balancing messages, and | 


pledges of the President of the 
United States, the Secretary of the 


Treasury and other official spokes- | 


men, including yourself. 

In 1936, the President, in his mes- 
sage to Congress, said: 

“We should plan to have a defin- 
itely balanced budget in the third 
year of the recovery and from that 


time on to ask a continuing reduc- | 


tion of the national debt.” 

Only a year ago the Secretary of 
the Treasury spoke of the support of 
the administration of a balanced 
budget. 

You have made the new spending 
issue clear. I thank you for your 
frankness. 


Before answering the _ strictures 


you make on my Boston speech and | 


the rhetorical questions you pro- 
pound, I want to clear away first the 
complaint in the very first sentence 
of your letter. 


A Denial of Attack 
On the Government 


I quote your exact words: 

“In the course of your speech at- 
tacking the Government which you 
delivered in Boston on December 10 
If I attacked the Government in 
that speech, I did not know it. I 
certainly did not intend to attack 
the Government which I have spent 
much of my life defending. I did 
attack certain theories which you 
propounded and certain policies 
which you espouse and support. 
indeed, an attack upon your views is 
an attack upon our Government, 
then and then only am I guilty. 

But to tell you the truth, I did not 
know—I did not even suspect—that 
you and the Government were one 
and the same. I know in Italy an 
attack upon Mussolini is an attack 
upon the Government; that in Rus- 
sia an attack upon Stalin is an at- 
tack upon the government: that in 
Germany an attack upon Hitler is an 
attack upon the government. 

But I had not quite come to appre- 
ciate your attitude of mind and your 
point of view. I did not quite know 
upon what meat Caesar had been 
dining. 

In the early days of this republic 
the Federalist party enacted the 
alien and sedition laws, making it a 
crime for any person to “write, print, 
utter or publish” certain forbidden 
writings against “the Government of 
the United States or either House of 
Congress or the President of the 
United States.” 

Those laws wrecked the Federalist 
party and brought Jefferson and the 
Democratic party into power, 


Defense of Thrift 
and Self-Reliance 


I am duly sensible of the scorn 
with which you ridicule my devotion 





If, | 





The Old-time “Virtues” and The Recent Economic Theories—Debts and Taxes 


As A Major Issue—A Reply To Recovery Proposals of Mr. Eccles | 


| bined taxation and unemployment 
| follows: 





that we haven’t got for things we¢a 


don’t need.” 

I do not agree, as you may, 
William Trufant Foster when 
said: 

“In the future we must prevent 
the oversaving and underspending 
which are the chief causes of the 
depression.” 

That is also the doctrine and 
dogma of that erratic English econo- 
mist, Dr. J. M. Keynes, who, though 
a prophet without honor in his own 
country, seems to have sold his se- 


with 
he 


ductive schemes of spending and 
borrowing to those vested with 
power and responsibility in this 
country. 


distinguished group of 
under the auspices of the Twentieth 
Century Fund indicating that the 
total of all domestic debts, both pub- 
lic ana private, is no greater today 
than in 1929?” 

It just happens that Iam, and with 
due deference, I will tell you what 
they said, and -what you omitted to 
quote: 

“The Committee is convinced that 
our economic system would be far 
more healthy if debt financing were 
used less frequently and that meas- 
ures should be taken to reduce its ex- 
tent.” (Page 254) 

Let me tell you the 


what else 


England rejected his fan- ' Twentieth Century Fund said, like- 





reaches climax after climax. 


funds. 


answer later. 


full text. 





The struggle of “the spenders vs. the budget balancers” 


An economy-minded House pares $150,000,000 from the 
relief fund recommended by the President; demands are 
heard in the Senate for further reductions in that and other 


Meanwhile, Senator Harry F. Byrd (Dem.), of Virginia, 
and Chairman Marriner S. Eccles, of the Federal Reserve 
System, champions respectively of economy and of Federal 
spending for recovery, blast away at each other, present 
their clashing views in public statements. 
has written a letter to Mr. Eccles in reply to the latter's 
criticism of the Byrd economy program, and Mr. Eccles has 
issued a brief statement in reply, promising a more detailed 


Because of the importance of these documents in a 
matter which is rapidly becoming the outstanding national 
issue, The United States News presents them herewith in 


Senator Byrd 








tastic fallacies of spending, borrow- 
ing and lending, adopted a rigid 
policy of retrenchment and econ- 
omy, reduced her per capita tax and 
balanced her budget, and revived 
prosperity. 

As to the recovery of England, ac- 
cording to your own statement in 
New York on December 1, her na- 
tional income in 1937 was about “118 
per cent of the 1929 level.” Whereas, 
according to your statement, our na- 
tional income during the last three 
years, “has been averaging only 
about 75 per cent of the 1929 na- 
tional income.” You then said if the 
United States enjoyed the same rela- 
tive prosperity as England, our in- 
come would now be 88 billion dollars 
instead of,60 billion. I am careful to 
quote your own words as to the rela- 
tive prosperity of England and 
America. In fact, I make the com- 
parison only because you have 
made it. 

England met her depression in a 
way very different from America. 
England did not attempt to borrow 
and spend herself out of this depres- 
sion. She did not pile deficit upon 
deficit. She did not swell her relief 
rolls. She did not harry and 
frighten business. She did not re- 
vive the depression. She revived 
prosperity. 

From 1932 to 1938, the total in- 
come of England exceeded her ex- 
penditures. England is $400,000,000 
to the good. The United States, in 
the same period, is $20,400,000,000 in 
the hole. 


Taxes and Debts 
As Chief Issue 


I ask you why, by your own state- 


recovery in the United 
It cannot be due to superior 
We outnumber the Eng- 
lish three to one. It cannot be due 
to superior resources. Our resources 
exceed theirs. I am not willing to 
believe that England is superior to 
America. 

Stripped to the bone, the main 
issues between you and me relate to 


stripped 
States. 
population. 


taxes and debts. You think the 
Government can “purchase” pros- 
perity on borrowed money. I think 


| that genuine prosperity must come 


to “those time-old virtues of thrift, | 


frugality, indus- 
try.” 
regard thrift as a vice or as a mis- 
take, or who regard spending for 
Spending’s sake as the highest virtue 
and wisdom. I still agree with 
Philosophy of the late Will Rogers 
repeated often, but notoften enough 
that “we ought not to spend money 


self-reliance and 


+} 
wne 


| cial expert. 
I do not agree with those who | 


from the productive industry of the 
citizens of our republic 

I realize that in entering 
arena with you I come as a mere 
layman while you are a noted finan- 
You are not only the 
present Chairman of the Federal 
Reserve System, but you are a for- 
mer president of a great company 
controlling 26 different banks. You 
are initiated in all the mysteries of 
high finance 

You ask me: 

“Are you aware of studies made by 


a 





wise not mentioned in your letter: 

“That in the long run no govern- 
ment can continue year after year 
to incur substantial deficits and to in- 
crease its debts steadily if it wishes 
to maintain its credit.” 

After invoking the Twentieth Cen- 
tury Fund as a financial authority, 
you propose to continue to do what 


this authority declares will impair | 


the credit of the Government. 


Government Debts 


At Record High 


I know, too, that this same Twen- 
tieth Century Fund, in its reports, 
declared that in 1937 the total Gov- 
ernment debts of ‘all governments 
in the United States “are the largest 
that any nation has ever had,” and 
the Twentieth Century Fund Com- 
mittee said further, “that the budget 
should be balanced in 1938, and in 
1939 begin substantial debt reduc- 
tion.” 


In a series of rhetorical questions | 
you commit yourself to the proposi- | 


tion that it is the total amount of 
private and public debt that counts. 
You say that “the total amount of 
public and private indebtedness is no 
greater today than it was in 1929, 
and that private debts had de- 
creased as far and as fast as public 
debts have increased, and that, there- 
fore, there is no occasion for alarm. 


philosophy. It is utterly fallacious. 

I know how uncertain are all esti- 
mates of aggregate indebtedness. But 
let us accept as true the estimate that 
public and private indebtedness to- 
day is the same as it was in 1929— 


|} about $250,000,000,000. 
ment, recovery in England from the | 


| world depression has so far out- 


the | 


National Income 
Down 25 Per Cent 


As you say, our public and private 
indebtedness is as large today as it 
was in 1929, and yet, as you know, 
our national income is only 60 billion 
dollars, whereas, for 1929 it was 80 bil- 
lions. The income out of which these 
debts must be paid has shrunken 20 
billions. The amount to be paid re- 
mains the same. The means of pay- 
ing has shriveled 25 per cent. Our 
burden the same. Our strength 
is much less. Is that immaterial? 

If our private and public indebt- 
edness had shrunk 20 per cent as has 
our national income shrunk, then the 
proportion of our burden to our 
strength would be the same today as 


is 


it was in 1929. But this may be a 
matter of no concern to one who, like 
you, believes that a national debt is a 
national blessing and that recovery is 
born of debts and deficits 

I cannot conceal my astonishment 


at one of your questions 


You ask, 
“Do not the same general economic 


| Ol 


and public debt?” 
I did not 
familiar with the science and prin- 


suppose that anyone 


ciples of public finance could 


his sanction to such a self evident 
absurdity. About the only things 
they have in common is that they 
are both promises to pay. 

Those promises originate from dif- 
ferent motives and are directed to 
cifferent objectives. The ends are 
different and the ways and means of 
payment are different. As respects 
a private debt, the person who 
makes the debt expects, and is ex- 
pected, to pay the debt. In respect 
to a public debt, the government 
makes the promise, and the people, 
the taxpayers, perform the 
promise. 

A private debtor enters into the 
promise voluntarily, upon his own 
motion, and for his own interest. The 
Government creates the public debt, 
and those who must pay are com- 
pelled to pay whether they would 
have entered into that promise or 
not. The obligation of a private 
debt rests upon those who made it 
and may, or may not, be secured. A 
public debt is a universal mortgage. 
It is a first lien on every acre of 
land, on every house and home, on 
every piece of property, on every ser- 
vice that is rendered, 


give 


| transaction that is made. 


Debt as a Cause 
Of Our Depressions 


My views upon this subject hap- 
pen to be sustained by the National 
Indusirial Conference Board, and I 
quote the following from their recent 
bulletin on Private and Public Debt 
in the United States: 

“Can public debt be substituted for 
private debt in our economic sys- 
tem? Those who maintain that there 
is nothing alarming in the steady 
rise in the national debt insist that 
there is essentially no difference be- 
tween the two... 

“The primary function of private 
long-term debt is to help finance the 
cieation of durable goods. Private 
long-term debt thus bears a direct 
relationship to income-producing 
private wealth, whereas public debt 
does not.” 

One of the basic causes of the 
crash of 1929 still remains perilous in 
possibilities for another depression. 
Debt has been one of the main 
causes of every major depression we 
have had. How can debts continue 
to be increased above the 1929 level 
and avoid evils even more disas- 
trous? 

The following table shows our re- 
lative debts and taxes: 

1929 1937 1938 
Per capita income $668 $540 $500 


Per capita taxes 80 95 103 
Taxes as a per- 

centage of 

national income 12% 17.6% 20.6% 


Since the depression began our na- 
tional debt has run up from 16 bil- 
lion dollars to 40 billions. 

The President says that on July 
1, 1940, the debt will be $44.458,000,- 
000. 

When we entered the World War 
our national debt was about one bil- 
lion dollars and the interest charge 
was only about 20 millions a. year. 
The annual interest charge now is 


. _ | over a billion—more than the total 
I challenge this theory and this | 


indebtedness prior to the war. It is 
300 millions more than the total ex- 
penses of the Government in 1916. 
The President’s budget shows that 
in 1940 accumulated spending in ex- 
cess of income will reach 28 billions. 


| During the depression we added more 


to the public debt than we spent de- 
feating our enemies in the World 
War. 

Suppose we should become involved 
in another war costing as much as 
the last. 
into another depression costing as 
much as this one. Suppose that, by 
chance or mischance, we should suf- 
fer the double calamity of being 
obliged to finance another war and 
another depression. We would start, 
after the budget just presented 
adopted, with 45 billions of Federal 
debt, and not one billion, as we did 
in 1917, 


1S 


Views of Jefferson 
on Federal Debt 


Our public debt—national, State 
and local—now averages $430 for 
every man, woman and child in the 
country. The present generation has 
placed a mort 


and on 


gage on all the people 


the property of all the people 
in order to prime the pump for 


present We are hand 
2 


generation ng 


aown to our chil taggering in- 





scholars considerations apply to both private ¢ but which they will be 


pay ‘not heirlooms, but chains). 

As a layman, I am not willing to 
lose the principle underlying this dis- 
cussion in a wilderness of Statistics. 
I know that in support of your theory 
about debts to promote national 
prosperity, you have the support of 
the very highest official authority in 
this country. I, therefore, invoke 


| what I regard as equally high au- 








on every | 


thority in support of my contention 
that you are wrong when you contend 
that a public debt is a public blessing. 
Thomas Jefferson, 
the party which for the moment en- 
joys the benefit of your affiliation, 
Said: 
“I am not for increasing, by every 


ua sone ae 
SENATOR HARRY F. BYRD 


who founded | 





required to rates are now low because business 


A debt such as the 
Federal debt will last very many 
years. Interest rates will fluctuate 
as the demand for money rises or 
falls. Quite a proportion of the Fed- 
eral debt is in short-term securities | 
and must soon be refinanced. 
Now with reference to taxes you 
ask: “Have you not overlooked the | 
fact that as national income increas- | 
es, tax revenues increase, even with- | 
out a rise in tax rates?” I have not | 
overlooked that fact, but I do not 


activity is low. 


derive as much comfort from that 
source as you do. 

You state with confidence that 
“national income increased from 


less than 40 billion dollars in 1932 to 









—Harris & Ewing 





device, the public debt, on the prin- ¢ 


ciple of its being a public blessing. 

“I place economy among the first 
and most important of republican 
virtues, and publie debt as the great- 
est of the dangers to be feared. 

“To preserve our independence, we 
must not let our rulers load us with 
perpetual debt. We must make our 
selection between economy and lib- 
erty, or profusion and servitude. 

“There does not exist an engine so 
corruptive of the Government and so 
demoralizing of the nation as a pub- 
lic debt. 

“As the doctrine is that a public 
debt is a public blessing, so they 
think a perpetual one is a perpetual | 
blessing, and therefore wish to make | 


| it so large that we can never pay it | 


| rule the principles 


off. 

“We are ruined if we do not over- 
that ‘the more 
we owe, the more prosperous we shal] 
be; that a public debt furnishes the 
means of enterprise; that if ours 
should be once paid off, we should 
incur another by any means however 
extravagant.’ ” 


Jackson’s Aversion 
To Indebtedness 


I shall now reinforce the precepts 
of Jefferson with the example of 
Jackson. Jackson, during his admin- 
istration, extinguished the public 
debt, the first and last time that was 
ever done in the history of the Re- 
public. 

It was my pleasure to attend the 
Jackson Day banquet here in Wash- 
ington a few nights ago. I witnessed 


| the seance and heard the short wave | 


Suppose we should blunder | 


| debtedness which they did not incur | 


conversation between Andrew Jack- 
son and the present President. I 
thought I overheard Old Hickory say 
that in 1836 he paid off the public 
debt in toto. 

I know that in a letter dated July 
4, 1824, Jackson said: 

“If a national debt is considered a 
national blessing then we, like Great 
Britain, can get on by borrowing. But 
as I believe it a national curse, my 
vow shall be to pay the national debt, 
to prevent any moneyed aristocracy 
from growing up around our admin- 
istration that must bend it to its 
views, and ultimately destroy the lib- 
erty of our ccuntry.” 


If I may say so without disrespect, 
I think Andrew Jackson as great a | 
Democrat as you or any living per- 
sonage. 

You ask: “Is it of no significance 
that the interest on the public debt 
amounts to only a little more than 1 
per cent of our national irftome?” 

You failed include the interest 
on local and State debts. The total 
interest of all public debts is actually 
21, and not 1 per 
income of 1938. 
Interest | 


to 


nearly per ent, 
cent, of the national 


But that is not the point, 


approximately 70 billions in 1937. | 
Tax receipts of the Federal Govern- 
ment increased from $2,080,000,000 
for the fiscal year ending June 30, 
1933, to $6,242,000,000 for the fiscal 
year ending June 30, 1938. The coun- 
try paid about 4 billions more in 
taxes but it had 30 billions more of 
income a year out of which to make 
these payments.” | 





New Tax Levies 
That Affect Revenue 
Certainly you did not intend to 
say that this increase in tax income | 
came without an increase in tax | 
rates or the imposition of new taxes. | 
Your 1938 revenue figures include 
the Social Security tax not existing 
in 1932, the undivided profits tax, in- | 
crease in income tax rates and 


| changes in the definition of net in- | 
| come, increase in inheritance taxes, 


new taxes on consumption, such as 
the one cent per gallon Federal tax | 
on gasoline, and numerous other 
new “concealed” taxes, all having 


| been added since 1932. 


You must know that an entirely | 
new tax structure exists now as | 
compared to 1932. Let us carry your 
theory out on your own premise. 

In 1932 the Federal taxes, by your | 
own figures, were 5 per cent of the 
national income. 

In 1937, with an annual income of 
70 billions, the Federal taxation was | 
over 9 per cent of the income. The 
increased taxes required 15 per cent 
of the increased income. But make | 
your comparison with 1932 on the 
1938 national income which fell off a 
cool 10 billions in one year. 

This will show that for the addi- 
tional 20 billion income we now have 


| for 1938 as compared to 1932, the in- 


crease in Federal taxes equals 17!2 
per cent of the increase in income. 


I let these statistics speak for 
themselves. 
You also ask: “Would you have 


the public believe that the country 
was better off in 1932 with lower 
taxes and a lower public debt than it 
was in 1937 with higher taxes and a 
higher public debt?” | 

That is not the point. 

As a layman I think the public 
might well believe that they would 
be better off with the low taxes and 
the lower debts of 1932 and _ the 
higher national income of 1937. 

According to your own statement, 


| the people of England now enjoy that 
| very situation with 
| blessings. 


its undoubtful 


Another word about taxes. 

Mr. Roosevelt was right when he 
said that taxes are paid in the 
“sweat of every man who labors.” 

High taxes mean high cost of liv- 
ing. High taxes retard business ex 
pansion and prevent the employment 
of the unemployed. 

In some emergency high taxes may | 


| was 
| could have been no part of “timed” 


advisable, but high taxes as a perma. 
nent diet is another thing. There js 
a definite limit to the percentage of 
the nation’s productivity that can be 
taken for taxes. 


An interesting comparison of com. 


National, State and local 
tax percentage of the 


Year National income Unemployed 
1929.. 1,864,000 
1930.. 16 4,049 000 
1931.. 18 7,300,000 
1932.. 21 11,400,000 
1935.. 17 10,652,000 
1938. . 20 10,900,000 


You do not have to go very far 
back in history to disprove your 
theory of recovery through deficit 
spending. 

The depression that preceded the 
1929 orash was in 1921 and 1922. 

The national income fell from 73 
billion dollars in 1920 to 53 billions 
in 1921. Severe recession. The Fed- 
eral expenditures were reduced from 
5 billions in 1921 to 3 billions in 1922 
with a corresponding reduction in 
taxation. The national income then 
rose to 60 billions in 1922, an in- 
crease Of 7 billions over the leve] of 
1921, 

In 1923 another reduction was 
made in spending and in taxation 
The income rose to 69 billions. A 
gain of 9 billions in one year on a 
Federal budget of nearly one-half as 
compared to 1921 when the recession 
began. 

So here is a definite experience of 
& severe business recession met and 
overcome, not by spending more but 
by spending less, not by borrowing 
more but by paying debts off, not by 
taxing more but by taxing less. 

To the suggestion that this public 
debt need not be paid, I respond 
that America has always paid her 
debts. She did so after the early 
wars of our Republic. She did 
after the Civil War. After the World 
War nearly one-half of the debt cre- 
ated was paid. We are an honest 
people. If the Government does not 
pay in an orderly way its debt, the 
citizen will not pay his debt and 
financial chaos will follow. 

The payment of 500 millions each 
year, aS applied to the direct debt 
only, will take 56 continuous years to 
pay it down to where it was when 
the deficit spending began. 


so 


Reduction in Spending 


As Cause of Recession 


I may not be able to read the dan- 
ger signals with as much accuracy 
as an expert, but as I see it you dis- 
play a danger signal. You say “since 
1937 national income has temporar- 


| ily contracted due to a combination 


of factors one of which was a too 


sharp and too rapid reduction 
amounting to more than 3 billion 
dollars in the Government's net 


contribution to community buying 
power in 1937 as compared to 1936.” 

This statement accentuates the 
fundamental danger inherent in our 
policy. 

Have you used iron lungs upon the 
country so long that they cannot 
now be dispensed with? You 
the reduced Government deficit was 
a major cause of the recession. 

Your statement needs analysis. 

I quote from the Federal budget 
for the fiscal year ending June 30, 
1937: 


say 


Expenditures $8,442,000,000 
Revenue 5,292,000,000 
Deficit $3,150,000,000 


I quote from the Federal budget 
for the fiscal year ending June 30, 
1938: 


Expenditures $7,626,000,000 
Revenue 6,242,000,000 
Deficit $1,384,000,000 


So it is seen that the net deficit 
was about 2 billion less, not 3 billion 
less than the previous year. 

The Federal expenditures were 700 
Million less, but let me remind you 
that this difference is accounted fo! 
entirely by the payment of part of 
the soldiers’ bonus in the budget 
year of 1937. The soldiers’ bonus 
vetoed by the President and 


deficit spending. 

Furthermore, if you take the total 
of all expenditures, national, State 
and local, the increase of 1937 over 
1936 was one billion dollars. So your 
contention that the national income 
was reduced 10 billion from 1937 to 
1938 with reduced spending as the 
main cause is not sustained. 

On March 27, 1936, you made 
speech at the University of Cincin- 
nati. You then said: 

“I agree with most business me 
and bankers that a budgetary deficit 
if continued will create inflation.” 
7 e+ «€ 

“The reason that a continued 
budgetary deficit would create infla- 
tion beyond the control of the Fed 
eral Reserve System is that such 
deficit financed by banks would ¢' 
tinue to pile up bank deposits.” * * * 

“We must look to a period of | 
anced budgets.” * * * 


“We must look in the next year oF 
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“PUMP PRIMING’: HELP OR HANDICAP TO BUSINESS RECOVERY? 


[Continued from Page 8} 


two to a balanced budget.” * * * 

“Personally I would like to see it 
by 1938.” 

Again on March 13, 1937, you said: 

“Only by this process (a balanced 
pudget) can monetary inflation be 
prevented.” 

I do not quote you to embarrass 
you. In these days it is fashionable 
for public men to change their 
minds and I freely concede to you 
this right. But what concerns me is 
that as a banking expert and head 
of the Federal Reserve System you 
in 1936 and again in 1°37 made the 
definite and unquali*ied statement 
that: Continuous deficits will create 
inflation beyond the control of the 
Federal Reserve System; that only a 
balanced budget will prevent an un- 
controlled monetary inflation. 


Maintaining Solvency 


Of the Government 


In your letter to me you say your 
concern is to “maintain the solvency 
of the Government and to avoid the 
evils of inflation.” 

What has changed your belief in 
the principle you asserted in 1936 
and 1937 that “continued deficits” 
would produce monetary inflation? 

Is not your present policy to con- 
tinue deficits for an indefinite period 
or until an 80-billion-dollar income 
is reached a perilous one? May it 
not end in the evils of a currency 
inflation which may have dire con- 
sequences? Can you guarantee or 
even prophesy the year in which we 
shall have an income of 80 billion? 
To me it is a peculiar method you 
advocate to maintain the Govern- 
ment’s solvency and to avoid infla- 
tion. 

You apparently believe the way to 
maintain the solvency of the Gov- 
ernment is to continue indefinitely 
to increase its debt. You believe the 
way to avoid the evils of inflation is 
to embrace inflation as you yourself 
describe it—that “continuous deficit 
financing through bank credit (this 
is what is being done) is inflation- 
ary.” 

You ask me, “do you consider, as 
your speech implies, that Govern- 
ment debt is evil, whereas private 
debt is not?” 

I never said that all Government 
debt was evil, or that all private debt 
was good. Debt in itself is not evil; 
it depends upon the purpose for 
which the debt is contracted, the 
ability to pay, and whether the debt 
is essential. A productive debt, I 
have known in private business to be 
useful and wise; an oppressive debt I 
have seen force good men into bank- 
ruptey and destroy the happiness of 
whole families. 

I say unhesitatingly that a public 
debt created to continue to gamble 
with the discredited theory of pump 
priming is an evil. 


Source of Recovery 


That Followed 1933 


You ask “Do you think it was nat- 
ural forces that produced the recov- 
ery after 1933”? 

The national income in 1932 was 
40 billions, in 1938, 60 billions, a gain 
of 20 billions after six years of 
spending. 

Our Federal taxes in 1938 are three 
and one-half billions more than in 
1932, and this must be deducted from 
the gain in national income. During 
this period the national debt has in- 
creased more than 21 billions. 

Public spending has become firmly 
entrenched in every nook and corner 
of American Government; extrava- 
gance has become habitual. The na- 
tion faces the danger of greater and 
larger spending. Haven’t we paid 
pretty heavily for a 20-billion in- 
crease in the national income which 
you say did not come from “natural 
forces” and is therefore artificial? 

I believe that for every dollar the 
Government borrows and spends in 
pump priming, private enterprise is 
deterred from spending two. 

Let me remind you that from 
March, 1938, until July, 1933, when 
our fiscal actions were sound, the 
greatest increase of business activity 
occured in any same period in the 
history of our nation. Many men were 
put back to work. The Federal Re- 
Serve Board index of industrial pro- 
duction stood at 60 in March, 1933, 
100 in July, 1933. 

You indulge a good deal of fine 
rhetoric in respect to my statement 
that many “able bodied citizens rely 
upon the Government for support 
and have ceased to exert their efforts 
for self-help to obtain private em- 
Pioyment.” My statement is based 
on experience, observation and the 
testimony of those who are in a po- 
Sition to know. 

Here are the figures of those re- 
ceiving public assistance: 


IOOE ¥i i Nasiwecenaks on 16,800,000 
PO tikedse ueshevnn 18,200,000 
PONE ctv beeuounnaens 17,200,000 
eS ee 16,600,000 
ep Me pee 15,600,000 
x, ee 18,300,000 
Let me suggest that your Church 


‘The Mormon Church, the Latter 
Day Saints), has had some experi- 


+ 


+ 


England's Experience With Balanced Budget As Compared With Our Deficit 
Policy—Our Debt Burden Now and in 1929 as Senator Byrd Sees It | 











ence in connection with relief work « 


and relief workers. The Mormon 
Church with its fine example of self- 
reliance might shed some light upon 
the effect that our relief system has 
had upon the morale of certain 
classes of those receiving relief. It 
could tell you how hard a thing it is 
to help certain people without mak- 
ing them helpless. 

You are one of the very few who 
are satisfied with the present admin- 


| istration of relief, as indicated by 


your letter. 

Every one knows that there are 
worthy citizens on relief. The real 
injury to the worthy on relief does 
not come from me in favoring a 
purge of the unworthy, 
those who have abused the privilege 
of relief for their own personal, self- 
ish or political advantage. 

I could give you an illustration in 
my own State of Virginia of a county 
where four Federal relief adminis- 
trators were appointed and solicited 
the citizens to go on relief. The 
county authorities requested the dis- 
missal of the Federal employees, as- 
Suming all obligations for relief in 
that county. This particular Virginia 
county never went on relief. The 
county cost of providing all neces- 
sary relief to thosé in need was less 
than the annual salaries of the four 
Federal supervisors. 


Controlled Spending 


Viewed As Impractical 


A word as to your plan of “prop- 
erly directed and properly timed 
Federal expenditures” to stimulate 


| private enterprise: 








You appear to think that public 
appropriations can be turned off and 
on like a spigot; that when the na- 
tional income increases you turn the 
spigot off and when it declines you 
turn it on. 

Nothing could be farther from the 
practical facts. These vast sums are 
spent by gigantic Government bu- 
reaus reaching into every nook and 
corner and manned by politicians of 
influence. Solomon in all his wisdom 
could never devise a plan of public 
spending “directed and timed to 
stimulate private enterprise” and 
raise. this expenditure up and down 
in accordance with the national in- 
come and at the same time satisfy 
the forty-eight States and four thou- 
sand communities. So this “planned 
economy for timed expenditures” is 


thoroughly impractical of operation | 
| and agencies to borrow an additional | 


even if otherwise desirable. 
Can society lift itself by its boot- 


straps through continuous spending | 


in excess of income? 

In our Government of checks and 
balances the check on _ excessive 
spending comes from the tax con- 
scious citizen who can see where his 
tax money goes and criticize its use. 
If deficit spending is practiced in- 


but from | 


' 


conscious of the burdens to bé im- 
posed later upon him. 

Concerning the five-point program 
I suggested at Boston as an aid to 
gradual restoration of the country 
to fiscal sanity, you say: 

“I am convinced that your program 
is not only a defeatist one, a pro- 
gram of retrogression, and not of 
progression, but it would jeopardize 
the salvation of democracy.” 





I confess this program, as limited | 
as it is, is intended to be a gradual | pay and regard reasonable taxation 


tivities and reduce others to a mini- 
mum cost. 

Fourth: Have a thoroughly honest 
purge of relief rolls to stop all ex- 
| penditures in excess of provision for 
those in need, through requirement 
of the localities to bear a portion of 
the burden and direct local interest 
to needed reforms. 

Fifth: Conduct the Government 
within the ability of the people to 








| 


on this all-important issue. 








ae 
Marriner S. Eccles 





What Chairman Eccles Says: 
New Conditions, New Policies 


Chairman Marriner S. Eccles, of the Federal Reserve System, 
made the following comment on Senator Byrd’s letter which 
appears on this and the preceding pages. 


AM glad that Senator Byrd has made public his letter 
and intends to speak on the radio and in the Senate 


versy and widespread misunderstanding. 
It needs the fullest public discussion, 
especially at this hour. 

Therefore, | particularly welcome 
the Senator's contribution, the more so 
because it is evident from a reading 
of what he has had to say so far that 
he is trying to apply the economics of 
pioneer days or of a world at peace 
and operating on an international gold 
standard to the drastically changed conditions of the pres- 
ent disordered situation throughout the world. 

I shall take advantage of the first opportunity to respond 
to his latest statement both in the press and over the radio. 


It is beset by violent contro- 











and not “progression”—in debts and 
taxes. But, will it jeopardize the sal- 
vation of our democracy? 
The program is: 
First: Reorganize 


the Federal 





trenchment and economy. 
Second: Cancel existing authority 
of 30 Federal borrowing corporations 


eight billions of dollars without fur- 
ther legislation and require these 
| corporations and agencies to func- 
tion through the budget, allowing 
Congress to approve or reject their 
future expenditures. 
Third: 
ities of Government now responsible 
| for the expenditure of 30 per cent of 





Government for simplification, re- | 


| I want to concentrate 


Scrutinize the new activ- | 


| 


approach to a balanced budget. In4 as one of the best assurances for 
that respect it means “retrogression” 


business prosperity. 
What is “sudden or drastic” about 
it? 
Mr. Roosevelt came into power on 
a much more drastic economy pro- 
| gram. Heretofore when criticism has 
| been made, much has been said of a 
| lack of a constructive plan. Here is 
| a definite program with the ultimate 
| Objective of restoring the country to 
sound principles of finance. 


“Deficit Recovery” 
Basis of Theory 
what I conceive to be the essential 


point of your doctrine. For you the 
important thing is not the mere 








| purchasing power in 


now on | 


in other words, the magnitude of the 
deficit. 

You explained yourself very clearly 
when you testified in December, 1937, 


before the House Banking and Cur- | 


rency Committee when said 
(page 120): 

“The way to get money into opera- 
tion is for the Government to spend 
more than they collect. If you spend 


more than you collect you create that 


you 


budgetary deficit that puts money | 


into operation.” 

It is the deficit that does the work 
of bringing about business recovery. 
Moreover, it is important, from the 


individuals but that it should be from 
banks, so that new bank credit will 
be created to increase what you call 
“purchasing power.” What you want 
is a deficit, financed by expanding 
bank credit. 


A Tax Holiday 
As Deficit Builder 

I call to your attention two ways 
of getting such a deficit. One is the 
method, apparently contemplated by 
you and those in the Government 
who think as you do, of the mainten- 
ance and even the expansion of the 
existing fantastically high Govern- 
ment expenditures. But another way, 
equally effective, would be a curtail- 
ment of Government expenditures, 
accompanied by an equal curtailment 
of taxes. A complete tax holiday 
would create even a greater deficit. 

With respect to your general doc- 
trine that a deficit will bring about 
business recovery, I call your atten- 


| tion to the fact that Mr. Hoover did 


very well in this matter. He had a 
deficit of $3,153,000,000 in 1932 pre- 
ceded by a deficit of nearly a billion 
in 1931. 

In your testimony before the Sen- 
ate Committee on Finance in Feb- 
ruary of 1933 (hearings, pages 712- 
713 and 720) you proposed a total of 
$3,000,000,000 as gifts to the States 
and as expenditures on self-liquidat- 
ing public works as a sufficient con- 
tribution from the Government to 
that great 
emergency. We have expended that 
amount over and over again and you 
insist that continued and still more 


| lavish expenditures are still indispen- 


sable to recovery, and their with- 
drawal will mean disaster. 

I want to get business prosperity 
restored, not by financial manipula- 


tions on the part of the Government, | 


but by restoring confidence on the 
part of the business community in 
the fairness of the Government, by 
eliminating the restrictions and re- 
straints and by freeing the enter- 


magnitude of the Government ex- | prise of a great people, who want 


+ Feople of te Week 


Conway P. Coe 


creative; 


Commissioner of Patents, Who 
Gave TNEC Some New Ideas 


T WAS a fascinating story that 
Conway P. Coe, Commissioner of 

Patents, told the Temporary National 
Economic Committee as it resumed 
its hearings into the relationship be- 
tween patents and monopolies. 

For one thing, this good-looking, 
pleasant-voiced Federal executive 
knew what he was talking about. For 
another thing, the exhibits he pro- 
duced for the commititee’s inspection 
showed how tremendous had been 
the influence of inventions on the so- 
cial and economic life of the nation 
since the inception of the patent sys- 
tem nearly a century and a half ago. 

Mr. Coe’s office is the repository 
of more than 2,000,000 patents. In 
his testimony he called the TNEC’s 
attention to the fact that: “It has 
been contended that there some- 
times occurs a clash between tne 
antitrust laws and the patent stat- 
utes. I might suggest that since the 
first antitrust legislation in 1890, 
the patent laws and the antitrust 
laws have coexisted without any ir- 
reconcilable conflicts between them. 

Similarity of Objectives 

“They have each of them the same 
objective, namely, the retention by 
the public of a right once acquired 
by it. 

“As a matter of fact, patents 
complish more than the retention of 

Their influence is 
operate to multiply 


ac- 


acquired rights 
they 


+ and expand acquisitions by the pub- 


lic.” 


But, Mr. Coe explained, if such 


| 


benefits to the nation are to continue | 


to multiply, “What we need is not to 
decrease but to enhance the monop- 
oly called a patent.” “Speculative 
capital,” he said, “will not back new 
inventions without the patent pro- 
tection.” 

Mr. Coe’s experience covers a wide 
range of public and private patent 
law administration. Born in 1897, he 
has lived for the greater part of his 
life either in Washington or its Mary- 
land suburbs. He holds degrees from 
George Washington University at 
Washington and Randolph-Macon 
College at Ashland, Va. 

His first job with the Patent Office 
came with an appointment as a pat- 
ent examiner. The job didn’t last 

| long, however, for as soon as the 


United States entered the World War, 


Mr. Coe enlisted in the Army. 


After the war, Mr. Coe took a po- | 


sition with a large rubber manufac- 
turing plant in Ohio. Later he re- 
signed and reentered the service of 
Uncle Sam as an assistant examiner 
in the Patent Office. By this time. 
the theory and practice of patent law 
had become his chief interest. He 
decided to reenter private business as 
a practitioner of patent law. He was 
so engaged when President Roosevelt 
took office in 1933. 

He was highly recommended to the 
White House, and one of the first 
things the President did after taking 
office was to appoint Mr. Coe to the 


+ 


highly important post he now holds. | 


TITLE REGISTERED U 


| 
| A Leader in Plans For Relief 
Reforms and Bureau Reorganization 


T has been said of Senator James 
F. Byrnes that he is a “good har- 
monizer, politically and vocally.” 
The political harmonizing comes ot 
his astuteness in gauging the senti- 
ment of his colleagues in Congress. 
The vocal har- 
monizing comes 
f Of his desire to 
join in with any 
#C ongressional 
“barber - shop 
quartet wishing 
to test its lungs 
on “Carolina 
M oon, Keep 
* Shining.” 
Right now this 
Democratic Sen- 
ator from South 





Senator Byrnes 
Carolina has his fingers in two ex- 
tremely important matters in which 
the White House has shown and is 
showing marked interest. 


The President has evidenced a de- 
sire to set up the plan for Govern- 


ment reorganization once again in | 


the legislative bowling alley. Senator 
Byrnes is chairman of a Select Com- 
mittee on Government Organization. 
The White House is also much con- 
cerned about the proposed Congres- 
siona] slash in relief funds. Senator 
Byrnes is chairman of a Special Com- 
mittee to Investigate Unemployment 
and Relief. 

This slim, barely five-and-a-haif- 


Sen. James F. Byrnes + 


S. PATENT OFFICE 


foot legislator offers some indication 
of his personal philoscphy in his 


| biographical sketch in the Congres- 


sional Directory. His sketch is ex- 
actly four lines long. Other Senators 
can’t seem to get their life history in 


| less than about forty lines. 


Senator Byrnes writes this about 
himself: “James Francis 
Democrat, of Spartanburg, S. C.; 
served as Representative in Congrcss 
from Second Congressional District, 
1911-25; in 1925 retired from Congress 
and began practice of law at Spar- 
tanburg; elected to United States 
Senate November 4, 1930, and re- 
elected November 3, 1936.” 


| Standpoint of your theory, that the | 
| Government borrowing to meet the 
| deficit should not be borrowing from 





| party. 


Byrnes, | 





Short and sweet, but the Senator | 


forgot to state that he was very much 
the deft statesman; that he was an 
intimate cf President Roosevelt dur- 
ing the pre-war days, when the 
President was Assistant Secretary of 


the Navy and he was a member of | 


the House Appropriations Commit- 
tee; that since 1933 he has acted as 
a White House liaison on occasions; 
that he knows every turn and corner 
of the legislative scene. 

The Senator has a long list of rec- 
ommendations to make with respect 
to overhauling the Federal relief 
machinery. Those recommendations 
are the culmination of the hearings 
he directed into the problems of re- 
lief and unemployment. 

Once the Administration is assured 
of money to keep its relief machinery 
going, the Senator probably will take 
the limelight by showing how the 
nation could do a better job in caring 
for ‘the needs of millions of unem- 
ployed men and women. 


definitely the taxpayer is not directly + the total appropriation, exclusive of ¢ penditure, gut the excess of the Gov- + jobs, not charity; work, not taxes. 
relief; eliminate the dispensable ac- | ernment’s spending over its income: 


We had pretty good business in the 
United States, with occasional in- 
terruptions for 150 years before the 
era of deficits began in 1931. Nine 
years of deficits, very largely fi- 
nanced by bank credit, should shake 
even your confidence in the value of 
deficits as financial magic in making 
business prosperity. 

I emphatically repudiate your doc- 


trine that debt for its own sake is | 
good, that deficits for their own sake | 
are good, and that an expansion of | 


bank credit for the purpose of fi- 
nancing deficits is good. 


The Profit Motive: 
Its Value To People 


I believe that the general flow of 
purchasing power must come out of 
production itself, production in one 
industry giving rise to the demand 
for goods produced by other indus- 
tries; that, with the proper propor- 
tion among the different kinds of in- 
dustrial activity, the producers them- 
selves will clear the markets of the 
goods that other producers create, 
and that all the financial manipula- 
tions of Government deficit spending 
designed to create additional pur- 
chasing power merely mess up and 
distort the picture. 

You profess to favor the capital- 
istic system, but you seem to forget 
that the profit motive is to capital- 
ism what the law of gravitation is to 
the physical universe. Private enter- 
prise is more concerned about the 
“hope” of profits than the profits of 
the hour. This must be so, because 
a factory is not byilt for this year 


| 


but for many years. It is the con- 
fidence in this “hope” of profits that 
is impaired by the expectation of the 
evils of the inevitable day of settle- 
ment. 

In conclusion, may I be permitted 
a personal word. Since I came to the 
Senate in 1933 I have consistently 
fought what I regarded as waste and 
extravagance in Government expend- 
itures. At no time have I opposed 
what I believed to be appropriatiors 
sufficient and reasonable to provide 
for the needy and to finance the 
proper and necessary functions of 
Government. 

I mention this only because of the 
inference often suggested and in- 
ferred that if one opposes waste and 
extravagance he is willing for citi- 
zens of America to starve and freeze 
and suffer, and the country to stag- 
nate because of the lack of adequate 
Government appropriations. 

As you correctly say in your 
letter, these issues are too vast to 
be adequately discussed by corres- 
pondence. 

I attribute to you a full measure 
of sincerity in the opinions expressed 
in your letter under reply. 

I have earnestly endeavored to 
answer the inquiries you have pro- 
pounded to me. I will later discuss 
these issues more fully on the floor 
of the Senate. 

Very truly yours, 
HARRY F. BYRD. 





The foregoing is the latest in a 
series of exchanges between Senator 
Byrd and Mr. Eccles that began with 
an address by the latter before the 
American Institute of Banking, print- 


| ed in full text in The United States 


| News of Dec. 5. 


Senator Byrd later 


| criticized Mr. Eccles’ views in an ad- 
| dress before the Massachusetts Fed- 


eration of Taxpayers’ Associations 
printed in the issue of Dec. 19. Mr. 
Eccles replied by letter to Senator 
Byrad’s address and this letter was 
printed in the issue of Jan. 3. Sena- 
tor Byrd's reply to Mr. Eccles’ letter 
appears here in full text. 





Planning for Solidarity 
Among the Democrats 


THe United States News in the issue+ the future and not on more of a 


of January 16 presented a sym- 
posium on differences within the 
Democratic Party and what, in the 
opinion of Democratic leaders, is 
needed to effect party solidarity in 
1940. 

The questions answered were: (1) 
What are the chief causes of dissen- 
sion in the Democratic Party? (2) 
What in your opinion would be the 
most effective methods in healing 
intra-party frictions and dissensions? 

The following answers were re- 
ceived too late for publication in that 
issue: 


Sen. Charles O. 


Andrews 


“pay-as-you-go” basis, and its use 
along political rather than economic 


| channels in many cases. 


5th: Too much clique government 
and too little democratic government. 

6th: The changing and conflicting 
positions of those in high authority. 

7th: The fighting of honest oppo- 
sition to novel policies by means of 
small and petty political sniping— 
punishing a man for his beliefs, with 
the unelected representatives of the 
people sitting in judgment on the 
elected representatives of the people. 

The above are a few of the causes 
of party dissension. Their elimina- 
tion in whole or in part would create 
a better feeling and consequently 


|} more party unity. 


Democrat, Florida; Member, Sen- 


ate Committee on Naval Affairs; 
Former president, Florida State 
Bar Association, 


answers: 


tions regarding the “intra-party” 





Louis M. Jiggitts 
jackson, Miss.; Vice Chairman, 
Democratic National Committee, 


answers: 


7OU ask my opinion on two ques- | 


strife in the ranks of the Democrats | 


here in the Congress. 

Frankly, in my opinion there is no 
erious dissension in the Democratic 
Naturally, it is impossible for 
men representing all sections of the 
country to think exactly alike on leg- 
islative matters, but I am of the opin- 
ion that, if there is even a semblance 
of a split, we will be able to get to- 
gether and work out a satisfactory 
solution whith will, unquestionably, 
return the Democratic party to power 
after the election in 1940, 


Sen. Millard E. 
Tydings 


Democrat, Maryland; Chairman, 
Senate Committee on Territories 
and Insular Affairs; Member, Sen- 
ate Committees on Appropriations 
and Naval Affairs, 


answers: 

HE chief causes of dissension in 

the Democratic-party are: 

Ist: Efforts at domination by the 
Executive Department of the other 
two branches of the Government, 

2nd: The silly idea that one man’s 
idea of democratic principles and the 
country’s welfare are cmnipotent and 
cannot be wrong. 

3rd: Formulation of legislative pol- 
icies which are put on the “must” 
list, and the browbeating of Congress 
to pass them when the policies do 
not originate directly or indirectly in 
the Congress at all. 

4th: Not the expenditure of money 


HE so-called dissension in the 
Democratic Party is a chimera 


of Republican imagination. of 


| course, there are differences of opin- 


ion which, if persisted in, might pos- 
sibly cause dissension. Existing dif- 
ferences of opinion are primarily on 
the questions of relief expenditures, 
taxation and budget balancing. In 
the South there was resentment on 
account of the so-called purge. 

But in so far as an actual split 
in the party is concerned, the pros- 
pect is so remote that even the most 
wishful Republican can hardly take 
enccuragement. 

I am convinced that these differ- 
ences of opinion and the small fric- 
tion which they have engendered 


| will be solved by judicious compro- 


mise. It is my opinion that the Ad- 
ministration will not insist upon the 
enactment of further controversial 
measures, but will seek to consolidate 
the gains already made. And I be- 
lieve that it is generally recognized 
that a balanced budget is both de- 
sirable and possible within the next 
few years. 

The Republican gains made last 
November will prove of greater help 
to the Democratic Party than other- 
wise, for these gains have impressed 
Democratic leaders with the neces- 
sity for harmony. As a matter of 
fact, strong opposition is not to be 
regretted in a democracy. The Demo- 
cratic Party has grown strong and 
wise through years of intra-party de- 
bate. I look forward to 1940 optimis- 
tically. 


A symposium of views of leaders 


| in the Republican party, in answer to 


per se, on a large scale, but the ex- | 


{ 
' penditure of money borrowed against | 


a Question of the Week relating to 
any differences in their party, will 
appear in the issue of January 30. 
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The United States News = 


WAGE-HOUR TROUBLES: MR. ANDREWS’ PLAN TO AMEND THE ACT 


’ Major Issues to Be Settled by Courts or Congress—How the Controls 


Are Operating—The Basis of Criticisms of the Law 
By ELMER F. ANDREWS 


Administrator, Wage and Hour Division, United States Department of Labor. 


The address by Elmer F. Andrews, 
Wage-Hour Administrator, before the 
National Industrial Conference Board 
follows in full text: 


CAN imagine no better place to 
discuss the Fair Labor Standards 
Act than before this 212th session of 
the National Industrial Conference 
Board. Indeed, it was concern about 
relations of industry and labor which 
led you to organize in 1916. 
Your Board was formed at that 





time, I believe, by business leaders | 


who realized that grave dislocations 
were taking place in our industrial 
affairs under the influence of strife 
in Europe. It was strife which your 
foresight perhaps warned you would 
soon involve the whole world. 

You realized that shifting condi- 
tions were dangerous because they 
were being met by a policy of tem- 
porizing. You early realized that 
these changing economic conditions 
should be encountered and solved on 
a basis of fact rather than a basis of 
prejudice or selfish interest. 

And so you formed a federation to 
make “impartial investigations in 
the field of industrial economics and, 
to this end, to cooperate with indi- 
viduals, institutions, associations and 
agencies of the Government.” 


Cooperation Welcomed 


In Administrating FLSA 
Certainly the Fair Labor Stand- 


ards Act falls directly within the | 
field of industrial economics; cer- | 
tainly the Wage and Hour Division, | 
charged with administering the Act, | 


welcomes cooperation from every 
source. One of the distinguished 
speakers before your last annual 
meeting said: 

“Representatives of Government 
... have a far-reaching obligation to 
be approachable and open-minded 
at all times; to be candid and to keep 
the public advised as to the plans 
and policies of Government. The 
people are entitled to know the sub- 


stance of and reasons for public 


policy.” 

There could be no clearer, more 
concise summary of the obligations 
of a public official. I am sure you 
will find it now, and always, my own 
theory of the public official's obliga- 
tion; and I have always tried to 
translate my theory into fact. 

It is readily understandable that 
you have not always been able to 
agree with Federal agencies. But 
upon these occasions you have given 
your reasons for disagreement open- 
ly and frankly, thereby retaining or 
gaining the respect of those who 
value honesty. 

Personally, I consider a difference 
of opinion honestly expressed an es- 
pecially valuable form of coopera- 


‘tion. It causes one to pause for the 


weighing of evidence to determine 
who may be right after all. But 
agreeing or differing with Govern- 
ment agencies, nothing can detract 
from the value of your researches. 





“Plumbing and Heating Equipment , management, long have racked their + certainly subject to challenge by em- + plaints of homicides—numbered 9,811 4 ered by the Act! We hope this lack 


Field Expects Business To Be 25 Per 
Cent Better During the First Quar- 
ter of 1939 Compared with First 
Quarter of 1938.” 

“Railroad Stocks Gain.” 

“Paper Outlook Better.” 

“Airlines Increase Traffic 50 Per 
Cent in Month.” 


workers on the wheel of starvation 
wages and exhausting Hours. 


This attack on decency in labor | 


| standards frequently has forced their 
more socially-minded competitors 
| unwillingly but necessarily to follow 
their example or go out of business. 
| A speaker at your last annual 
meeting declared that coercion of 





Law. 


of the law have been received 


ary 19. 


among them the difficulty of 


Congress may be asked to pass amendments clarifying 
the most controversial three sections of the Wage and Hour 


Only one thousand substantial complaints over violations 


Employment and pay rolls have increased since the Wage 
and Hour law went into effect, although normally they de- 
cline in that season of the year. 

These facts, and others equally interesting, Wage-Hour 
Administrator Elmer F. Andrews presented to the National 
Industrial Conference Board in a speech in New York, Janu- 


The Administrator also discussed his chief problems, 


marks were of such significance that The United States 
News presents them herewith in full text. 


by the Administrator. 


defining an industry. His re- 











“Report Better Sales for Rayon + minorities—by law or otherwise, I 


Dress Goods. 
“Hosiery Mill Adds Unit.” 


“Steel Sales Continue Satisfac- | 
tory.” | 
“Remodel Ol@ Charles Mill To 


| Open Silk Plant.” 





Perhaps at some date in the near | 


future your researches will be ex- 
tended to include an evaluation of 


the Fair Labor Standards Act on a | 


basis of factual evidence. I await 
that time with the greatest of inter- 
est. I know such a survey will be of 
Value to us all. 


A Look at the Critics 
of Wage-Hour Act 


I must confess there are less cau- 
tious researches in the field. Like the 
old-fashioned western bad man, they 
shoot from the hip. Many of them 
condemned the Act on the basis of 
theories long since dried on the vine. 
Their prophecies were glib and dour. 

Some of these critics were merely 


calamity howlers—economic sooth- | 


sayers and witch doctors—nothing 
more. It would be absurd to dignify 
their predictions even by repetition 
here. 

Unfortunately, however, some of 


by note were economists of national 
reputation. I am constrained to ex- 
amine their views with care and re- 
spect. 

As an example of the latter I shall 
cite the economist for one of the 
country’s largest and best known 
banks. As recently as five or six 
weeks ago he solemnly warned that 
“our wage and hour legislation, in- 
creasing the industrial costs, can 
easily bring a period of improving 
business to a premature close.” 

That is the doctor’s theory. 
a sound theory? 
Square with the facts? And what are 
the facts? 


Is it 


Recent Advances in 
Business Field 

A few days ago—somewhat more 
than a month after this grave warn- 
ing—I glanced through what is prob- 
ably the most conservative financial 
journal in America. Let me give you 
a bird’s-eye view of that single day’s 
news and we'll see if facts and theory 
coincide. Here it is in headlines and 
brief excerpts: 


But why continue? The conserva- 
tive financial journal fairly bristled 
with similar news. Less than two 
weeks ago Westinghouse announced 
a 10 per cent increase in pay for 
5,000 of its 15,000 employes at Pitts- 
burgh. Does this news indicate that 
the wage and hour law has put the 
brakes on a brisk business upturn? 


“Dire Consequences” 
Fail to Appear 

I am no soothsayer. I cannot pre- 
dict the future. I can only say that 
up to the present the dire conse- 
quences predicted by the doctor and 
other opponents of the Act haven’t 
materialized. 

One of those sadly prophesied con- 
sequences of the Act was a whole- 
Sale discharge of employes. And how 
do facts square with that theory? 

So far we have only the Depart- 
ment of Labor’s employment record 
for one full month during which the 
Act was in operation. That is the 
month of November. 

Employment increased in 31 of the 
48 States and aggregate pay rolls in- 
creased in 17 States. These gains 
Specifically were one and two-tenths 
per cent in employment and two- 
tenths per cent in pay rolls over 
October. I regard these figures as 
particularly gratifying and signifi- 
cant since employment usually de- 
clines five-tenths of one per cent and 
pay rolls usually decline by three and 


two-tenths per cent from October to | 


November. 
Other criticisms of the Act have 
ignored both facts and theories. 
One newspaper asserted editorially 
that the statute was “hopelessly vi- 
cious and must remain so... because 


those who prophesied by ear and not | it is a flagrantly political approach 


If so, shouldn’t it | 


“A New Golden Age in Pacific 
Shipping.” 

“Office Equipment Outlook Im- | 
proves.” 


“Refrigerator Sales Prospects 
Good.” 


to an economic question.” 


Railways as Example 
of “Politics”? Projects 
The question of transportation 
certainly is an economic one. Does 


history record that there was any 
wild cry of hopeless viciousness when 


the name of A. Lincoln was scrawled | 


on the Act of Congress which sent 
the Union Pacific Railroad rolling 
across the prairies from Omaha to 
the Coast? Huge land grants to rail- 
roads, mail subsidies, tariffs—the list 
of “political approaches” to economic 
questions is almost endless. Many of 
them have been opposed and some 
of them characterized as “hopelessly 
vicious.” 

If political approach to the busi- 
ness of helping the railroads or “in- 
fant industries” our steamship 
companies is not “hopelessly vicious” 
then why is it “hopelessly vicious” to 
help that portion of our population 
which is forced to dwell in squalor, 
in hunger and in general misery? 

That, of course, was the primary 
reason for enactment of the wage 
and hour law—to eliminate as far as 
possible sweated labor and its septic 
infiltration into the blood stream of 
our social and economic system. A 
small minority of employers in this 
country, for profit or because of bad 


or 


assume would impinge upon free 
economy and free enterprise and 
thus strangle them, 


“Coercion” of Majority 
By Unfair Minority 


But what happens to free economy 


is permitted to coerce a majority, a 
minority of unfair competitors is 
permitted to coerce all the rest of an 
industry? 

I have already denied being a 
soothsayer. I shall now disclaim be- 
ing an expert at political economy 
and leave the task of answering my 
question to you. 

Actually, it is of little consequence 
at the moment what any of us think 
of the philosophy back of assuring a 
worker the scant price of life. The 
Fair Labor Standards Act is spread 
upon our statute books, there to re- 
main or be repealed or amended. 

Meanwhile, I am going to comply 
with your request to tell you some- 
thing about the problems I have 
encountered in administering and 
enforcing the Wage-Hour law. 

It is axiomatic that any new law 
requiring widespread readjustment 
of economic practices must produce 
a prolific crop of problems. Ours 
have been numerous; yet I regard 
them as relatively few and relatively 
Simple, considering the magnitude 
and complexity of the service to so- 
ciety the Act was designed to per- 
form. 


Care Exercised in 
Drafting Law 





Perhaps our problems have been 
limited in a large measure by the 
fashion in which Congress wrote the 
| Act. Compared with many statutes, 
notably the Agricultural Adjustment 
Act of 1938, the Wage and Hour Law 





is brief and simple. It was no hastily 
drafted legislation. The Act was 
finally shaped after the deliberations 
of three sessions of Congress. 

There have been, of course, the 
usual cries of ambiguity. Such cries 
are expected, even if they are not al- 





ways valid. For example, we chalked 
| up several thousand words of record 
| at a hearing recently while lawyers 


debated the meaning of the word 
“exclusively.” 
In the main, however, it is my 


opinion there are few points about 
the law which are subject to contro- 
versy. This means that the Wage 
and Hour Division can go ahead with 
its work, fairly confident it is on the 
right track. 

A few major differences of opinion 
have arisen, however, revolving about 
these questions: 

What constitutes interstate com- 
merce? What constitutes a profes- 
| sional? How must overtime be com- 
puted? We believe that even here 
the law is more definite than it 
might have been. 

Our general counsel has, of course, 
issued general interpretative bul- 
letins which give employers notice of 
the views which will guide us in our 
administrative duties, unless or un- 
til we are told otherwise by the 
courts, or 


we 
these bulletins. 


However, these interpretations are 


and free enterprise when a minority | 


unless, upon reconsidera- | 
tion by us, in the light of experience, | 
issue subsequent modifications of } 


| ployes who disagree with our general 
counsel. They do not estop any em- 
ploye from bringing suit under the 
Act. 


| Expects Court Action 


To Settle Major Issues 


It is possible that our first legal 
skirmishes may revolve about the 
points just mentioned. We know that 

| Some employers take issue with our 
| interpretation of these moot ques- 
tions. They may join battle and, in 
so doing, bring about court decisions 
which will settle the issues definitely. 

In the absence of any clarifying 
action, it is possible that Congress, at 
some future date, may be asked to 
enact amendments which will help 
settle the disputed points. 

One reason why our problems are 
no greater, perhaps, is the readiness 
with which a majority of employers 
accepted the Wage and Hour Act, 
and their continued cooperation 
since it became effective. 

Despite this wholesale acceptance 
of the Act, we have accumulated ap- 
proximately 6,000 complaints of vio- 
lation. This is far from an impressive 
total, viewed in the light of the most 
rudimentary analysis. Many of these 
complaints came from employes en- 
gaged in intrastate commerce; many 
on the face of them were unworthy 
of serious consideration; many were 
duplications, and others have already 
been adjusted. 

Some persons might say that the 
number of complaints of violation is 
insignificant. We have had a Wage 
and Hour Law, with its provisions 
unknown to many, for only a few 
months. The complaints of violation 
have reached only 6,000. Actual sub- 
Stantial violations probably do not 
exceed 1,000. Of course, many other 
violations probably have not been re- 
| ported. We’ve had a law against tak+ 
ing human life since the days of 
Moses, yet the homicides—not com- 











| 
| 
| 


in 1937! 

Nevertheless, the question of vio- 
lations brings up the problem of 
enforcement, and that in turn sug- 
gests the problem of personnel. The 
question of an adequate staff was the 


first to confront us when the Wage | 


and Hour Division was organized. It 
hasn’t yet been completely solved. 





’ 





—Harris & Ewing 
ELMER F. ANDREWS 





It cannot be solved hastily. Time 
and money are required; time for 
the selection and training of the 
proper personnel and money with 
which to pay it. 

It was necessary to organize the 
Wage and Hour Division to satisfy 
first the demands of urgency. It was 
necessary to limit the organization 
to fit the limitations imposed by a 
modest available appropriation of 
$350,000. 

As a consequence, we now have in 


the field the small number of only 51 | answering of these letters cannot be | 


| of personnel will be speedily reme- 

| died, however, since we have before 

| Congress the request for an appropri- 
ation of approximately three and 
one-half million dollars. 


of permitting this lack of personnel 
| to be an excuse for lax enforcement 
or, on the other hand, an excuse for 
noncompliance. We have other means 
for carrying on enforcement work 
while selecting and training our field 
forces. 

The Act has provided us with a 
means for augmenting our own per- 
| sonnel throygh cooperation with 
State labor departments where their 
Staffs are adequate and sufficiently 
trained to make our investigations 
and inspections. We plan to make 
the most of this provision. We are 
also borrowing personnel from other 
agencies of the Federal Government. 


| 


Informing Employers 
of Their Obligations 


Another of our problems has been 
to convey to interested persons and 
organizations dependable informa- 
tion about the Act. Employers by the 
hundreds wanted to know their obli- 
gations under the measure. Employes 
by the tens of thousands wanted to 
know their rights and benefits. 

Off hand, one might have been 
pardoned for assuming that this ap- 
petite for information might be sati- 
ated after the first week or two of 
operation. But this task is certain to 
continue for months to come. 

Between October 24, the date the 
Act became effective, and January 7, 
| a deluge of 89,000 letters poured upon 
us—most of them queries about the 
Act. 








| the Act except by some inventive 
genius of the Edison caliber. The 


| 


representatives. There are presum- | considered the least of our problems. 


ably some 11,000,000 employes cov- 


But the letters and the thousands 


Meanwhile we have no intention | 


It seems improbable that any | 


| new question will ever be asked about | 
| their industry declared seasonal. 


+ of words printed by newspapers and 
the thousands of words circulated by 
our own information publications are 
not the end of the matter. Nearly 
every mail reaching Washington 
brings a request for the appearance 
somewhere of one of our officials to 
explain provisions of the Act. 


Letters are Declared to 


Show Compliance 


This demand for information is re. 
assuring. It does not mean that the 
Act is too complicated for compre- 
hension. It shows that employers are 
trying to cooperate to avoid uninten- 
tional violations; it indicates that 
they do not intend to try to use ig- 
norance of the law as an excuse for 
noncompliance. It shows that em- 
| ployes want to learn of their privi- 
leges and responsibilities under the 
Act and intend to help with our en- 
forcement program. 

Need for another type of informa- 
tion has made itself apparent. I 
suspect that this need will become 
Slightly larger from time to time. It 
is the need of giving the public ac- 
curate information about the effect 
of minimum wages on price struc- 
tures. It would be manifestly unfair 
to employers, employes and public 
alike to permit the glib explanation 
that ‘minimum wages” were respon- 
sible for any indiscriminate. price 
boosting.” 

Recently, shoe retailers were in- 
formed that they must be prepared 
to modify their buying policies or be 
prepared to pass along an advance 
of 50 cents a pair unless the shoe 
manufacturing industry is classed as 
a seasonal industry under the Wage- 
Hour Act. 








*““Bad Mathematics” in 


Computing Costs 


From the portion of the statement 
of the manufacturers’ representative 
made public, it may be assumed that 
only overtime and not the 25-cent 
minimum was involved. On the basis 
of production and labor costs and 
Selling prices in 1935, the latest year 
for which figures are available, shoe 
manufacturers would save Slightly 
less than 2 cents a pair by having 





Assuming that every shoe worker 
in the industry in 1935 was paid an 
average of 121%4 cents an hour. 


[Continued on Page 11.] 
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DURING 1938 THE 
NEW YORK SUN LED 
ALL OTHER SIX-DAY 
NEWSPAPERS IN THE 
UNITED STATES IN 


DEPARTMENT 
STORE 
ADVERTISING 


Source: Media Records 
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“The Yeas and Nays" 


editor's Note: Letters of com- 7 
ent and suggestion are invited. 
ose not intended for publication, 
and those to which writers desire to 
e only their initials attached if 
published, should be so marked. 
Even if initials only are to be 
rinted, letters must be signed and 
address given. 





“Evils” of Relief 


_Honesty, self-reliance, independ- 


si 
ence and industry are the four legs of a 
chair that will hold up any one. 

‘New Deal” methods have destroyed 
one or more of these legs in the minds 
f millions. They are willing to let the 
Government take care of them. They 
have become practical paupers, 

A republic that trains millions to be- 
come paupers is a republic doomed to 
destruction. The politician who encour- 


people to lean on the Government 
for support in order to gain votes is an 
enemy of the republic. 

Let the Government buy land, divide 
it into ten-acre tracts, erect small build- 
ings, and sell to families to pay for it in 


ten years at four per cent interest. This 
would cultivate the right spirit. 
H. L. MARSH 


Wichita, Kans. 
x~ * * 


The Liquor Issue 

Sir:—I desire to ask the writer Leo 
k, writing on the liquor industry in 

United States News of Jan. 5, by 

hat trick of reasoning he credits the 
liquor industry with benefits bestowed 
on recovery with the three billions of 
dollars in taxes that are paid by the 
consumers of their product who turn it 
down their throats? 

I would like to remind him that there 
are a goodly number who don’t pay 
taxes that way, and are getting tired of 
being taxed to feed and care for many 
of those who do. 

Is it not time the liquor industry be- 
gan to care for its own drunks. 

M. W. DICKERMAN 


Sac 
The 


Hubbardton, Vt. 
* ** 


“The Light That Never Fails” 

Sir:—The editorial by David Lawrence 
dated Dec. 25, 1938, is a masterpiece. It 
reached the heart of every reader that 
had experienced some of the things that 
the writer referred to. Even the subject 
in itself brought ideas and thoughts that 
cannot be forgotten. 

“The Light That Never Fails” is the 
only light to follow. I am praying that 
all men see and recognize that light and 
join heart and voice with me and the 
writer to break down the bars that have 
been Jaid falsely in the path of others. 

MRS. ROSA B. BELL 


Homer, La. 

‘—Your article, “The Light That 
Fails,” is one of the finest things 
have read in a long time, and I hope 
will have an influence for good 








H. J. GREGG 
Columbia, S. C. | 
* -* & 
Too Much Alphabet? 

Sir:—The ever increasing number of 
New Deal Government bureaus and 
commissions is very confusing to the 
average citizen and newspaper readers. 
Their alphabetical designations save 
Space in print but lack clarity. 

Most of us know AAA is Secretary 
Wallace's baby and a _ difficult one. 


NLRB is the rather helpless guardian of 
willful brat CIO and his compara- 
tively good twin brother AFL, whose 
1t escapades consist chiefly of throw- 
monkey wrenches into the industrial 

m nery of the nation. WPA is Harry 


+ REVISING THE 


By ELMER F. ANDREWS 4 
[Continued From Page 10.] 
establishment of a minimum wage 
of 25 cents an hour that year would 
ive raised production prices only | 
44 cents a pair. And who believes 
Shoe workers were averaging as 
as 1214 cents an hour? As a 
matter of fact, their average earn- | 
approximate 50 cents an hour. 
I do not doubt the honesty of the 


esentative of the shoe manu- 
lacturers. But I am inclihed to | 
question his mathematics. If I am 


ng and he is right, he will have 
inning before long, because all 
4 relative to shoe manufacturing 
be winnowed over by 4a | 
committee for the shoe industry now | 
in the process of formation. 

The mention of an industry com- 
introduces one of the most 
‘mportant duties imposed upon the 
Administrator by the Fair Labor 
Standards Act. That is the appoint- 
ht of industry committees to rec- 
ommend the highest feasiblg mini- 
mum wage up to 40 cents compatible 
With competitive and economic con- 
@itions within the industry, which 
wi materially curtail employ- 

t opportunity. 

AS you are probably aware, the 
Staute contains two provisions for 
‘ching the ultimate goal of a 40- 

minimum wage. One of these 

1 automatic increase over stated 
Pods of time. The other is through 

hee of wage orders by the Ad- 
strator. 
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TITLE REG S. PAT. OFP. 


Hopkins’ bad boy who apparently is in 
for a public spanking atter getting too 
hot to handle by his daddy. FDR stands 
for Santa Claus, whose North Pole Fac- 
tory begins to show signs of a shortage 
of raw materials. 

What the reading public wants and 
needs is a chart to paste on the face of 


the calendar to identify these alphabet- 
ical, New Deal, rampant Government 
boards. 


EDWARD LAFOT 
Lakefield, Minn. 


se £ @ 
A Critic of the Townsend Plan 
Sir:—In your issue or Dec. 27, you 


give an outline of the Townsend Old Age 
Pension Plan and the results which ad- 
vocates claim for it. Might it not be 
well to also publish the very self-evident 
reason why the plan would not and could 
not yield such results? May I call at- 
tention to a few facts? 

1, The pension fund is to be gathered 


as a 2 per cent transactions tax. It 
would be collected from the people. It 
would be taken out of circulation until 


again restored by the pensioners 30 days 
later 

2. Suppose the fund would reach 
$2,000,000,000. That would require that 
$2,000,000,000 be taken out of circulation 
month. As the first two billion 
would be in process of being restored to 
circulation over a period of thirty days, 
a like sum would be in process of being 
collected out of circulation again for the 
next month's needs. Therefore, the orig- 
inal $2,000,000,000 would continue out of 
circulation. 

3. If that two billion were permitted to 
remain in the hands of people who at 
the time of its collection were spending, 
it would doubtless turn over a number 
of times in trade during each 30 days. 


each 


Its withdrawal from circulation would, 
therefore, prevent trade to a gross 
amount of possibly $10,000,000,000 per 


month, instead of stimulating trade, as 
advocates of the plan claim. 

W. J. WAMBAUGH 
St. Petersburg, Fla. 


* * & 


A Word on Our Accuracy 


Sir:—I was pleased to read your arti- 
cle on the Townsend plan in the Dec. 27 
issue of your paper. It was the first 
correct article I have ever read. I read 
it to a Townsend meeting tonight. Sev- 
eral papers have printed articles about 
the plan but don’t get the true meaning. 
Thanks. FRANK A. ADAMS 
Vestal, N. Y. 

x* * * 


Ending Class Wars 

Sir:—I have read with great care the 
answers published in The United States 
News to the question, “How can America 
best heal its frictions and class wars?” 

It seems to me that the wise men and 
otherwise whom you have quoted entire- 
ly missed the point. Our troubles are 
100 per cent economic, Our economic or 
political system, call it what you may, 
has all but broken down. It cannot be 
cured by generalities, and that is all the 
answers you received amount to. 

Another depression as the present one, 
which has lasted for almost ten years, 
and which will and must come in the 
ordinary course of events, and our eco- 
nomic system will blow up with a bang! 

HARRY HANSEN 

Chicago, Ill, 


x» -* »& 


Practice vs. Principles 


Sir:—Your December 27th issue is very 
fine. But most of the articles are ser- 
mons which will be used during the 
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Harris & Ewing 
PATENT PROTECTION 


Conway P. Coe, Commissioner of 
Patents, tells the TNEC, investigat- 
ing the relation between patents 
and monopolies, that “speculative 
capital will not back new inven- 
tions without the patent protection”. 





most of those who wrote them when 
they get down to action. 
The one by Representative Wade H. 


Kitchens, of Arkansas, is a genuine 
thought and evidently from the brain 
as well as the heart. E. F. 


Columbus, Ohio. 








| 
| 


ROM business men, 
scientists and lawyers, the Tem- 
porary National Economic Commit- 
tee now has heard that the Ameri- 
can patent system pays dividends in 
industrial progress and should not be 
altered basically. 

Testimony last week contrasted in 
important respects with happenings 
during the opening TNEC hearings in 
December. 

At that time leading automobile 
manufacturers declared that patent 
protection as such meant little in 
developing their industry early in the 
century. Practices in the glass con- 
tainer industry, outlined  subse- 
quently, prompted some members of 
the committee to ask questions 
which indicated a feeling that patent 
monopoly privileges should be cur- 
tailed. 

But the story was different with 
Conway P. Coe, Commissioner of 
Patents, and heads of research labo- 
ratories, machine-making and tele- 
vision firms on the stand. 

A need for “streamlining” the laws 
to minimize legal technicalities and 
expedite the issuance of patents was 
conceded generally. Latest witnesses 
would have revision of the laws stop 
there. 

Should patent protection be re- 





LANDOWNER UNCLE SAM 
CHECKS HIS PROPERTIES 


HE Federal Government, 
country’s largest owner as well 
as buyer of real estate, now is set- 
ting up a board which will coordi- 
nate the purchases of Governmental 
agencies and, where advisable, rec- 
ommend sale of surplus property. 
Need for such a board is revealed 
in a report of a special committee of 
the National Emergency Council, 
which shows that the Federal Gov- 
ernment owns approximately 20 per 


| cent of the land area in the United 


States. This means that the hold- 
ings of the Federal agencies cover 
an area larger than the combined 
territory of Maine, New Hampshire, 
Vermont, Massachusetts, Rhode 
Island, Connecticut, New York, New 
Jersey, Pennsylvania, Ohio, Indiana, 
Illinois, Michigan, Wisconsin, Iowa 
and Missouri. 

President Roosevelt, acting on the 
advice of the special committee, has 
issued an executive order setting up 


| a Federal Real Estate Board. 


Duties of the Board are to include 
the keeping of permanent records of 
all land or realty acquisitions of the 
Government, approval of new acqui- 
sitions, recommendations as to dis- 
posal of surplus holdings and deter- 
mination of the effect of Federal 
ownership of land on tax rolls of 
counties or other community units. 

There have been reports of in- 
stances where Federal operations 
have resulted in waste; as, for ex- 
ample, the carrying out of drainage 
operations as part of WPA or other 
Federal-sponsored projects while in 
the same territory Federal projects 
were carried on to acquire new areas 
as’ waterfowl refuges. 

Extent of the problem of handling 
Federal realty is illustrated by the 


the + 


| 





growth in office space occupied by | 


the Government in the District of 
Columbia. The Brookings Institution 
reported in 1937 that there had been 
an increase of nearly two-thirds since 
1928 in the amount of office space 


Christmas time only and forgotten by | occupied. 


policy of this Act 
rapidly as is economically feasible 
without substantially curtailing em- 
ployment, the objective of a uni- 
versal minimum wage of 40 cents an 
hour in each industry.” 


Safeguards Placed Around 
Wage Raises 

Congress wanted action in the is- 
suance of wage orders, Anxious as 
it was for speed, however, Congress 
Was equally determined that no Gov- 
ernment official, in his unrestrained 
discretion, should have authority to 
raise minimum wages by edict. So 


it made the additional provision that | 


the Administrator would have no 
power in that direction, at all, until 
another important procedure had 
been followed. 

The Administrator must first ap- 
point and convene an Industry Com- 
mittee. It must be composed equally 
of representatives of the industry 


affected, or employes in that indus- | 


try and the public. 

The Committee must 
economic and competitive 
affecting their industry and 
recommend a minimum wage, be- 
tween the statutory minimum and 
40 cents, which it believes compatible 
with conditions within the industry 
and which will not substantially cur- 
tail employment opportunity. 

The Administrator must then hold 


study all 
factors 
then 


a public hearing. At the conclusion 
of this hearing, he may follow one 
of several courses. He may issue a 
wage order based on the Commit- 


with “a view to carrying out the , tee’s recommendation; he may ask | 


WAGE-HOUR LAW + 


by reaching, aS the Committee to reconsider, or he 


may dissolve the Committee and ap- 
point a new one to grapple with the 
problem. 

There is one thing he cannot do. 
That is to issue a wage order which 
departs from the Committee’s rec- 
ommendation. 

I believe this brief discussion em- 
phasizes the importance of Industry 
Committees in administration of the 
Fair Labor Standards Act. It must 





also emphasize the responsibility of 
the Administrator to take the great- | 
est care in formation of the Com- 
mittees. | 


Caution Necessary in | 
Applying Law 

We must proceed slowly. Many | 
questions arise during their forma- 
tion. As one example, just what is 
an industry? Our definitions must 
be well considered. If they are too | 
broad, they may throw together, 
under the jurisdiction of one Com- 
mittee, groups which are non-com- 


| 


petitive. If they are too narrow, 
direct competitors may be placed 
under different Committees, and 


later find themselves operating un- 
der different wage orders. 








These are, I believe, the chief | 
problems which have developed in | 
the brief history of administering the 
Fair Labor Standards Act. I feel 
that all of them can be worked out 
with little friction in industry. Co- 
operation and a liberal use of horse 


| 


sense should make the Act a burden 
to very few and a blessing to many. 


Other realty problems arise from 
the Government acquisition of homes, 
farms and business properties as a 
result of defaults on mortgages 
owned by the Home Owners Loan 
Corporation, the Farm Credit Ad- 
ministration, the Reconstruction Fi- 
nance Corporation, or other agencies 
involved in Governmental lending 
operations. 

In its report, the National Emer- 
gency Council Committee estimates 
that the present fair market value 
of all the Federal real estate, with 
improvements, is $4,696,062,000 or 
$1.25 an acre. 

Thus, in comparison with the pres- 
ent assessed value of $113,479,208,000 
placed on all taxable real estate in 
the continental United States, the 
Government properties do not appear 
large. Assessed on the same basis as 


| the private holdings, the Government 


properties are valued at $3,262,914,000, 
or less than 3 per cent of the whole. 


The United States News 
+ TNEC SPOTLIGHT ON PATENT RIGHTS 


inventors, ¢ duced, it was contended, a valuable ¢ have excellent television reception + be a better and more stable service. 


stimulus to invention would be re- 
moved and men of ideas would find 
it harder than ever to interest men 
of capital in translating those ideas 
into businesses which provide em- 
ployment. 

In the words of Mr. Coe: 


“What we need is not to decrease | 





The story of 2,000,000 | 
Their effect on 
Mak- 
ing them pay better divi- 
dends 
lined” patent laws. 


patents. 
nation’s economy. 


through “stream- 











but to enhance the monopoly called 
a patent.” 

And— 

“Speculative capital will not back 
new inventions without the patent 
protection.” 

Those two admonitions were re- 
peated on the basis of direct experi- 
ence by witnesses who followed. 


More Competition as the 
Chief Aim 
Senator O’Mahoney, chairman of 
TNEC, at the conclusion emphasized 
that all witnesses advocated legisla- 
tion to encourage competition—not 
to decrease or control it. The great- 


est present handicap, he said, is the | 


lack of a single court of patent ap- 
peals and no limitation upon the 
number of attacks by law to which 
a poor inventor might be subjected 
by wealthy corporations. 

“I doubt whether I had realized 
the significance of patents as a pri- 
mary force in the operations of our 
economic system,” the Senator said. 

As another illustration of their 
force, spokesmen for Bakelite Cor- 
poration attributed to patents the 
growth of the plastic industry to a 
point where it is helping in produc- 
tion of a new type of airplane wing 
and fuselage. The production may 
speed up completing of airplanes 
tremendously. 

Of special interest to TNEC mem- 
bers was an outline of how the Jones 
& Lamson Machine Company, of 
Springfield, Vt., had evolved from 
the granting of patents since 1834; 
and how patent rights have furthered 
experimentation in television to a 
point where the public may begin to 





this year. 

Ralph E. Flanders, president of 
Jones & Lamson, emphasized that 
competition made it necessary for his 
company to strive year in and out 
to invent improvements on its prod- 
ucts and find new products. 

Now, suppose Jones & Lamson were 
required by law to license a new 
patent to any and all applicants it 
was asked. Compulsory licensing pro- 
posals have been before Congress for 
many years. 

Mr. Flanders said such a require- 
ment would be a hardship, unless the 
|} company could charge fees large 

enough to repay it for efforts ex- 

pended. In some cases, the fees 
| might run into hundreds of thou- 
sands of dollars. As for that, too, he 
| Said the company would not want 
only to receive money for licenses 
“without having any fun in the busi- 


ness. 

The statement led Chairman 
O’Mahoney, of TNEC, to observe 
that under a compulsory licensing 
system “it would only be necessary 
for you, when your competitor steps 
out a yard in advance of you, to de- 
mand that he license the new device 
to you and you would not be put to 
the stimulus or the effort of develop- 
ing a different device from your own.” 


Compulsory Licenses 
As Aid to Monopoly 


The licensing question also came 
up in examination of Philo T. Farns- 
worth, vice president of Farnsworth 
Television, Inc., of Philadelphia. He 
expressed the opinion that com- 
pulsory licensing would tend to en- 
able large aggregations of capital to 
compel individual inventors to sub- 
ject their devices to the desires of 
the capitalists. 
|} “In other words,” interjected Sen- 

ator O’Mahoney, “compulsory li- 
| censing would tend to promote con- 
| centration rather than break it 
down.” 

Present patent rights enable the 
patentees to suppress the inventions. 
Does such suppression take place? 

Testimony by Mr. Farnsworth and 
others showed that it does, but they 
contend that this was done in the 
public interest in instances about 
which they spoke. 

In television, for example, the pur- 
pose of suppression so far has been 
to obtain perfection of standards so 
| that when service is instituted, it will 





+ 


Frank B. Jewett, president of Bell 
Telephone Laboratories, told about a 
durable tube which has helped tele- 
phone service. It could be made for 
use in radios, he said, but he did not 
know that this was being done. 

The Farnsworth company is li’ 
censed to make the tube in question, 
Mr. Farnsworth said, but no such 
50,000-hour tube was being made for 
sale, because there was no public de- 
mand. The public now can buy tubes 
that last 10,000 hours, he added, and 
most radio sets become obsolete or 
are discarded within that time. 
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THE NEW TAXES: 
WHO WILL PAY? 





The President on taxation. “Re- 
pressive” taxes under fire. New 


revenue needs. 











E President, through recent statements, is 
committing himself to a principle of taxation 
that is of special importance to business men. 
In his budget message to Congress, Mr. Roose- 
velt, suggesting “moderate tax increases,” said: 
“It should be added, however, that it is my 
firm conviction that such new taxes as may be 
imposed should be most carefully selected from 
the standpoint of avoiding repressive effects upon 
purchasing power.” 

Again, on January 17, in a conference with 
newspaper men, the President let it be known 
that he regarded any tax on the processing of 
agricultural products as “repressive” and of the 
type that he has warned against. 

At the same time, Henry Morgenthau, Jr., Sec- 
retary of the Treasury, expressed to newspaper 
men the conviction that taxes on consumers now 
are high enough and should not be increased. 


Purchasing Power 
The Key to Policy 


This attitude on the part of the President and 
of the nation’s chief financial officer is one more 
evidence that the “purchasing power” theory of 
recovery has taken a strong hold on high offi- 
cials. This theory ties in with the theory that 
Government can create recovery in private 
industry through the investment of borrowed 
money just as readily as private industry can 
create recovery through its borrowing and 
spending. 

Taxes that affect the purchasing power of the 
income of the masses of the people are held to 
be “repressive” or, in the language of Treasury 
experts, are referred to as “regressive.” Sales 
taxes, pay-roll taxes, processing taxes and even 
tariffs are listed in this category if they affect 
products that the masses of the people normally 
buy. 

The President’s attitude is held by Treasury 
tax experts to be important chiefly for what it 
signifies in relation to future tax policy. 

Processing taxes, which Henry Wallace, Sec- 
retary of Agriculture, has been advocating as a 
source of revenue to pay for higher benefit pay- 
ments to farmers, are regarded as effectively 
checked by the statements of Mr. Roosevelt and 
Mr. Morgenthau. 


Rise in Pay-Roll Tax 
Faces Opposition 


Pay-roll taxes, scheduled to rise another one 
per cent next January 1 to help finance the old 
age insurance program, will be expected to come 
under increased fire. A number of members of 
Congress already are on record as opposing this 
automatic increase. 

The chance of a Federal Government manu- 
facturers’ sales tax as long as the present ad- 
ministration is in power is regarded as extremely 
slim. However, revenue needs are unlikely to 
permit reduction or repeal of existing “repres- 
sive” taxes on a long list of special commodities. 

Opposition to taxes that affect the purchasing 
power of the masses of the people carries with 
it support of taxes that are held not to have a 
repressive effect. This means more emphasis on 
income taxes and on higher and more effective 
estate taxes, as well as levies designed to close 
the loop-hole now offered by tax-free Govern- 
ment bonds. 

Mr. Roosevelt wants Congress to find at least 
$422,000,000 of added revenue from sources other 
than those classed as “repressive” of purchasing 
power. 





TITLE REG. U. S. PAT. OFF. 


The Voice 
of Business 


COL. LEONARD P. AYRES 


Vice President, Cleveland Trust Co., 
Cleveland, Ohio 


HE President said in his message on the 
state of the Union that we ought to have an 
annual national income of at least 80 billion dol- 
lars. That is by no means an excessive aspira- 
tion. We had a national income of about 80 bil- 
lions in 1929, and now we have nine million more 
people in our population than we had then. 

In order to have a national income of 80 bil- 
lion. dollars we should have to do about five- 
fourths as much business as we did in 1937. 

There is nothing at all to prevent us from 
doing five-fourths as much business as we did 
in 1937 except the relative unattractiveness of 
taking business risks. For many years before 
1929 about 60 per cent of all corporations doing 
business made profits. Since 1930 that propor- 
tion has been cut in two, and only about 30 
per cent of the firms in business have made 
profits. 

If the prospects for profits could be restored 
to about their old proportions we could produce 
a national income of 80 billions with easy 
promptness. 

An 80 billion dollar national income depends 
on the expansion of business spending which 
tends to be self perpetuating, and not on in- 
creased Federal emergency spending which has 
to be self terminating. The one central control 
is the attitude of the Federal Government to- 
ward business profits. 

(From a statement on business conditions 
issued Jan. 16.) 
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HE two charts above are to be read in relation to one another. 
These charts show what has happened since late in 1933 when the 
Federal Government set out deliberately to try to cause industrial re- 
covery by large-scale spending or “investment” of borrowed money. 
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that year’s upturn. 


A month-by-month record of Government outlays of borrowed funds 
and of industrial activity is afforded, showing increased outlays pre- 
ceding increased activity in all the years since 1933. 
(For details see the Newsgram below). 


NRA covered 





(ecosqranzae DOES "PUMP PRIMING” WORK? 
THE RECORD OF SIX YEARS’ SPENDING 


AN the Federal Government generate recov- 

‘ ery in private industry by large-scale spend- 
ing or lending of borrowed money? 

A debate of growing importance is revolving 
around that question. 

President Roosevelt now has joined up defi- 
nitely with the group of Government econo- 
mists who contend that Government investment 
can produce recovery and must be undertaken 
when private investment contracts. Mr. Roose- 
velt is in the corner of Marriner S. Eccles, 
chairman of the Federal Reserve Board, and 
chief advocate of the spending-for-recovery 
theory. 

Senator Harry F. Byrd (Dem.), of Virginia, 
is leading the debate in opposition to Mr. Eccles 
and the President. Senator Byrd contends that 
for every dollar of Government spending of bor- 
rowed money there are two privately held dol- 
lars frightened away from investment. (See 
page 8) 

The one factual record that may throw light 
on the underlying merits of the debate is pro- 
vided by the two charts printed above. 


Here, on the top chart, 
is shown the month-by- 
month record of indus- 
trial activity as measured 
by the Federal Reserve 
Board index during the years in which the Gov- 
ernment investment or “compensatory spend- 
ing” theory has been undergoing a test. 

On the bottom chart is shown the month-by- 
month record of the dollar volume of Govern- 
ment spending or investment of borrowed money 
for the same period. 

Read in relation to one another, the two charts 
show that, in general, a rise in the dollar vol- 
ume of Government outlays of borrowed money 
has been followed by a rise in the volume of in- 
dustrial activity. This relationship § runs 
through the years since late 1933 when Presi- 
dent Roosevelt created CWA and poured out a 
billion dollars of borrowed money in four 
months in an effort to reverse the trend of in- 
dustrial activity. 

Through 1934 and 1935 Government spending 
of borrowed money was maintained at a rate 
ranging, roughly, from $200,000,000 to $300,- 
000,000 a month. During this period the rate of 
industrial production moved gradually higher, 
with resulting decline in unemployment and re- 
sulting increases in industrial profits and in 
Government revenues. 

Advocates of Government investment, or 
“pump priming,” as a means to recovery planned 
that in 1936 the Federal Government should 


How Spending 
And Industrial 
Activity Compare 


industry continued to forge ahead on its own 
momentum. 

Just at this time, however, Congress approved 
immediate payment of the soldiers’ bonus and 
the monthly outlay of borrowed money shot up 
to an unprecedented high level above $500,000,- 
000. Industrial activity then moved ahead 





Does Government spending produce 
recovery? What the record shows to 
date. A debate and the story of facts 
and figures. 











sharply, to be accompanied by a wave of wage in- 
creases and of price increases. Orders piled up 
and industry operated at a high level through 
much of 1937 as inventories were accumulated. 


The chart of monthly 
Government outlays of 


Followed Cut in borrowed money shows 
that after the bonus pay- 


Deficit Spending ment there was a drastic 


curtailment of Government outlays of borrowed 
money, owing both to decreased expenditures 
and to increased tax receipts. Payroll tax col- 
lections added to the speed with which the 
Government brought about a drastic contraction 
of its contribution to purchasing power. 


Sharp Recession 


From the point of view of cash collections 
and cash disbursements, the Federal Govern- 
ment operated close to a balance of the budget 
during 1937 and early in 1938. 

The chart of industrial production shows that 
the most violent production decline in history 
struck American industry after August, 1937. 

This decline led President Rooseveit to ask 
Congress for a return to large-scale investment 
of borrowed money through an expanded WPA, 
a greatly increased PWA and a broad program 
of low-cost housing. WPA touched off this 
program with a sharp step-up in the expendi- 
ture of borrowed money in March, 1938. 

Industrial production started up in June and 
advanced rapidly during the late months of 
1938, 

After this last experience President Roose- 
velt went all the way in accepting publicly the 
theory that Government can generate recovery 
through directing the investment of borrowed 
money on a broad scale. The President, too, 
accepted the theory that a too rapid contrac- 
| tion of Government outlays of borrowed money, 








+ gradually move toward a balanced budget while ¢ either because of rising taxes on consumption 


or because of curtailment of Government ex- 
penditures, will generate a decline in industrial 
activity. 

The Government’s economic planners advise 
that authorized expenditures under the 1938 
recovery program and probable expenditures on 
WPA insure a relatively high level of Govern- 
ment “investment” during the first half of 1939, 
with a contraction setting in during the last 
half of the year. The same planners agree with 
other Government economists that 1939 is to 
be a year of improved business that will average 
not far below that of 1937. They expect 1940 to 
provide the next test of the theory of Govern- 
ment spending-for-recovery. 

Then do the planners contend that the Fed- 
eral Government’s budget must always be out 
of balance if the nation is to enjoy sustained 
prosperity? 

The answer is: No. 


According to the theo- 
ry—which has yet to be 
demonstrated in practice 
—recovery in private in- 
dustry once started by 
Government outlays of borrowed money can get 
support and new impetus from private invest- 
ment once the upward cycle is strongly under 
way. As private investment rises, Government 
investment is supposed to contract. 


Planners’ View 
Of Prospect for 
Balanced Budget 


The bonus payment in 1936, opposed by the 
planners, upset the first attempted test of a 
shift from Government spending of borrowed 
money as a recovery generator to private spend- 
ing of borrowed money as a recovery sustainer. 

The next test of this theory is expected by 
the Government economists to come in 1940. In 
that calendar year they hope to move rapidly 
toward a balanced cash budget for the Govern- 
ment. They count on private investment in 
housing and in railroad equipment and in utility 
industry expansion and in industrial re-equip- 
ment to carry on as the Government steps out. 

Real success for the spending theory will 
come when the industrial production index 
moves higher at a time when the Government 
outlays of borrowed money reach the vanish- 
ing point. Thus far, as the charts reveal, the 
courses of recovery and of Government “in- 
vestment” have tended to parallel one another 
after a lag. 

It is against this background that the growing 
debate over the effect of Government spending 
can be followed. 


OweEN L. Scorr 
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TRADE POLICIES: 
A TEST AHEAD 





Foreign trade trouble. Exports 
shrink. Reciprocal agreements un- 
der attack. 











HE reciprocal trade agreement Policy spon- 
sored by Cordell Hull, Secretary of State. is 
running into a period of severe test. 

This test is to come both in Congress, with 
a battle to amend the reciprocal trade agreement 
law in vital particulars, and In the markets of 
the world, where American farm products are 
finding harder and harder going. 

In order to sell wheat to foreign buyers this 
country’s taxpayers are having to bear the cost 
of a 27 cents a bushel subsidy. A deal involving 
sale of 25,000,000 bushels of wheat to the United 
Kingdom was on that basis. 

Sales of cotton abroad, in the face of the trade 
agreement program, have contracted sensation- 
ally. December sales amounted to barely halt 
of the small sales of the year before, both in 
volume and in value. A large percentage of the 
1938 cotton crop is moving into the hands of the 
Government instead of into the hands of con- 
s:mers at home and abroad. 


President Considers 


International Parley 


The result of this situation is a prospective 
call of an international conference to consider 
the problem of cotton production and cotton 
markets. President Roosevelt is considering a 
suggestion from Henry Wallace, Secretary of 
Agriculture, that he take the initiative in calling 
a conference. 

Mr. Wallace is warning competitors that in 
cotton as in wheat the United States is not pre- 
pared to give up its share of the world market 
without a fight. 

The theory of the trade agreement policy, 
however, is that governments should do nothing 
positive to stimulate or to interfere with the free 
flow of goods through use of export subsidies or 
import embargoes or exchange controls. The 
British-American trade agreement went into 
effect on January 1. Officials now will wait 
anxiously to see whether that agreement is going 
to result in an important expansion of demand 
for farm products and a rapid expansion of over- 
all trade. 

Exploration also is under way on a proposed 
trade agreement with Argentina. Trade rela- 
tions with that nation now are unsatisfactory, 
with the Argentine government rationing ex- 
change in a way that is interfering with Ameri- 
can exports. There is talk of an extension of 
credits both to that nation and to Brazil as a 
means of overcoming difficulties for the time 
being. 


Demand for Revision 


of the Trade Policy 


Evidence that exports of American farm prod- 
ucts, particularly cotton, are not expanding nor- 
mally under the reciprocal trade policy is leading 
to demand in Congress for a change in the law. 

Two proposed changes are to get attention. 
Both strike at the heart of the whole policy. One 
would amend the trade agreement law to confine 
any tariff concession to the particular country 
with which the agreement was made. Now a 
concession made to Great Britain applies auto- 
matically to all nations with which this country 
has most-favored-nation trade treaties. Under 
this principle Germany is about the only impor- 
tant country on the blacklist. 

The other proposed amendment would require 
that the Senate ratify any reciprocal trade agree- 
ment negotiated by the executive arm of the 
Government, Those sponsoring the trade agree- 
ment program hold that this amendment would 
lead to a revival of the old log-rolling methods of 
tariff adjustment and would destroy the program. 





TITLE REG. U. 8. PAT. OFF. 


The Voice 
of Covernment 


JOHN H. FAHEY 


Chairman, Federal Home Loan Bank 
Board (including Home Owners 
Loan Corporation) 


fase for far-reaching changes in the 
Home Owners Loan Corporation’s loan terms 
have led to legislative proposals in Congress. 
The principal demands are: First, to lower in- 
terest rates; second, to extend the amortization 
period; third, a moratorium on principal pay- 
ments for a number of years. 

From past experience of HOLC, it can be said 
with certainty the present interest rate of 5 per 
cent is necessary to pay the interest on its bonds, 
meet operating expenses and cover losses. Each 
year the Corporation has shown a deficit even 
with the present 5 per cent rate. This deficit 
reached $40,693,292 the last fiscal year. If the 
interest rate is reduced, the loss of revenue would 
amount to several hundred million dollars overt 
a term of years, to be defrayed by taxpayers in 
deficiency appropriations. 

Liberaiization of loan terms would grant favors 
to a small minority already enjoying the lowest 
urban mortgage rate in the United States. The 
subsidy, in all probability, would be ineffective. 

The same considerations hold true for an ex~ 
tension of the amortization period and the pro- 
posed moratorium on principal payments. such 
measures would not begin to relieve those bor- 
rowers facing foreclosure. 

(From annual report of the Board.) 
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"pag somy to an unusual extent, + 
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faces the problem this year of 
revising “emergency” fiscal and mon- 
etary legislation. 

Monetary and fscal powers have 
been conferred on President Roose- 
velt or the executive branch of the 
Government in large number since 
the Emergency Banking Act was 
passed at record speed back in the 
spring of 1933 in order to cope with 
the bank crisis. Many of these pow- 





Money policies are in 
for an overhauling in Con- 
gress. Dollar valuation, 
banking practices, Federal 
lending will be’ affected. 
Here is a view of the issues. 











ers were conferred as emergency 
measures, but, for the most part, 
they have been kept in force. 

Now the time limit on many of the 
emergency authorizations is nearly 
up and Congress must decide 
whether they should be extended. 

Included in the Iist of emergency 
powers scheduled to expire this year 
unless they are extended are the 
dollar devaluation powers, the au- 
thority to operate the two-billion- 
dollar stabilization fund, lending 
powers of the RFC and several fea- 
tures of the National Housing Act. 

Both the power or the President to 
alter the gold content of the dollar 
and the authorization for operation 
of the stabilization fund expire in 
June. 

President Roosevelt, in identical 
letters Jan. 19 to Vice President Gar- 
ner and Speaker Bankhead asked 
Congress to extend for two years— 
until Jan. 15, 1941—the authorization 
for the stabilization fund and his 
power to alter the gold content of the 
dollar. The request, Mr. Roosevelt 
said, was at the recommendation of 
Secretary of the Treasury Morgen- 


thau. | 





, THE TAX MESSAGE: 
NEW INCOME LEVIES 


President Roosevelt’s message to + earned, or on income derived from se- 


Congress Jan. 19 asking taxation of 
income of Federal, State and local 
governmental employes and of hold- 
ers of governmental obligations fol- 
lows in full text: 

© the Congress of the United 

States: 

In my message of April 25, 1938, I 
urged that the time had come when 
the Congress should exercise its con- 
stitutional power to tax income from 
whatever source derived. I urged that 
the time had come when private in- 
come should not be exempt either 
from Federal or State income tax 
simply because such private income 
is derived as interest from Federal, 
State or municipal obligations or be- 
cause it is received as compensation 
for services rendered to the Federal, 
State or municipal governments. 

A fair and effective progressive in- 
come tax and a huge perpetual re- 
Serve of tax-exempt bonds could not 
exist side by side. Those who earn 
their livelihood from government 
should bear the same tax burden as 
those who earn their livelihood in 
private employment. 


| 


| 
Communities Based 


On Court Rulings 

The tax immunities heretofore ac- 
corded to private income derived 
from Government securities or Gov- 
ernment employment are not inexor- 
able requirements of the Constitu- 
tion, but are the result of juGicial 
decision. I repeat that it is not un- 
Teasonable to hope that judicial de- 
cision would permit the elimination 
of these immunities, 

Decisions of the Supreme Court 
rendered since my message, particu- 
larly the decision in the Port of New 
York Authority case, have made an 
important and constructive contribu- 
tion to the elimination of these in- | 
evitable immunities. 

t is obvious, however, that these 
inequities can not be satisfactorily 
corrected by judicial decisions alone. 
Without legislation to supplement 
them, many individuals and corpo- 
rations will be subjected to tax lia- 
bilities for income received in past | 
years which they mistakenly but in 
800d faith believed to be tax-exempt. 
Tt is evident, for example, that em- | 
Ployes of many State agencies as well 
as the holders of securities of public 
Corporations believed that the income 
they received from such sources was 
tax-exempt, in view of the opinions 
of eminent counsel based upon ear- 
‘ler decisions of the Supreme Court. 

In the interest of equity and jus 
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tice, therefore, immediate legislation 
4S required to prevent recent judicial 
Gecisions from oper z in such a 
tetroactive fa mas 1 im » tax 
_ emp yes 
al for s es herevoiore 





THE FINAN 


(awmsqrarca: Revising Our Money Policies 


The request for extension of these + 90 per cent, as in the case of loans 


powers is being made, the President 
explained, as the sound and wise 
policy to pursue under present in- 
ternational conditions. 

The stabilization fund provides the 
Government with an instrument for 


protecting and stabilizing the dollar | 
| 


| 


in foreign exchange. Likewise, the 
power to devalue the dollar gives our 





—Harris & Ewing 
SEC’S “INVESTMENT” 
From the Securities and Exchange 
Commission comes word that Peter 
R. Nehemkis, Jr., has been ap- 
pointed Special Counsel in charge of 
the Investment Banking Section of 
the Commission’s monopoly study. 
Mr. Nehemkis has had a varied ca- 
reer with the SEC as a member of 
the General Counsel’s staff. 








| 
fiscal authorities additional means to 
meet unforeseen emergencies in in- 
ternational currency markets. 
Consideration of the extension of 
RFC lending powers, it is held likely, 
will lead to the submission of a num- 
ber of proposals for new Govern- 
mental activity to stimulate lending 
to private industry. Typical of these 
is a plan for a Government guar- 
antee of bank loans, perhaps up to 


curities heretofore issued. 

In the light of those decisions there 
are, among the taxpayers of the na- 
tion, inevitable uncertainties respect- 
ing their tax liabilities. 

There is uncertainty whether the 
salaries which they receive are not 
taxable under the existing provisions 
of the revenue acts; there is uncer- 
tainty whether the interest which 
they receive upon the obligations of 
governmental instrumentalities is 
Similarly not taxable; and there is an 
uncertainty whether the salaries and 
interest which they have received for 
past years will create an unantici- 
pated source of tax liabilities and 
penalties. 

In view of the fact that the Bu- 
reau of Internal Revenue will have 
no choice but to enforce our income 
tax law as declared in the latest de- 
cisions of the Supreme Court, prompt 
legislation is necessary to safeguard 
against the inequities to which I have 
referred. The need, therefore, is for 
the prompt enactment of equitable 
rules, prospective in operation, which 
the Bureau can apply and taxpayers 
can observe without that mass of liti- 
gation which otherwise is to be an- 
ticipated. 

We are confronted with a situation 
which can be handled with fairness 
to all and with reasonable adminis- 
trative convenience only through the 
cooperation of the Congress and the 
courts. 


Legislation Needed 
Before March 15 
Unless the Congress passes some 
legislation dealing with this situation 
prior to March 15, I am informed 
by the Secretary of the Treasury that 






he will be obliged to collect back 
taxes for at least three years upon 
the employes of many State agencies 
and upon the security-holders of 
many State corporate i mentali- 
ties, who mistakenly but in good 


faith believed they were tax-exempt. 
The assessment and collection of 
these taxes will doubtiessly in many 
cases produce great hardship. 

Accordingly, I recommend legisla- 
tion to correct the existing inequita- 
ble situation, and at the same time 
to make private income from all Gov- 
ernment salaries hereafter earned 
and from all Government securities 
hereafter issued subject to the gen- 
eral income tax laws of the nation 
and of the several States. 

It is difficult for almost all citi- 
zens to understand why a constitu- 
tional provision permitting taxes on 
“income from whatever source de- 


rj ’ 





rived” does not mean “from whatever 
source d Je 
FRANKLIN D. ROOSEVELT 
The White House 
January 19, 1939. 
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backed by the FHA. 

Any action further to increase Gov- 
ernmental powers to lend to private 
industry or to stimulate private lend- 
ing is likely to be subject to sharp 
debate in Congress. Such proposals 
already have been sharply criticized 
within the Administration. 

Another likely subject for Congres- 
sional action is revision of the Silver 
Purchase Act. Proposals already are | 
being considered for revision of the | 
act to ban Treasury acquisition of 
silver produced abroad. A number of 
Senators in the “silver States bloc” 
which sponsored the original legisla- 
tion are reported to favor such’a re- 
vision with the objective of insuring 
a continued Governmental market 
for domestic silver while eliminating 
the purchase of foreign silver. 

Proposals in re to banking leg- 
islation thus far have come primarily 
from Chairman Eccles of the Board 
of Governors of the Federal Reserve 
System and from Senator Carter 
Glass of Virginia. 

Senator Glass has the support of 
Some Administration officials in his 
plans for enactment of legislation to 
regulate bank holding companies. 

Mr. Eccles’ program, as it has been 
disclosed so far, involves abolition of 
the Comptroller of the Currency’s of- 
fice and consolidation of the bank 
examining functions in the Federal 
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Deposit Insurance Corporation. Also, | merce Commission with respect to | = 


| would like to obtain powers over cor- 
| porate reorganization similar to those 
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COMPTROLLER GENERAL? 
Vacant for the last three years, the 
post of Comptroller General, it is 
reported, will be offered by the 
President to Fred H. Brown, former 
Democratic Senator from New 

Hampshire. 








his suggestions involve strengthening 
of Federal Reserve Board powers to 
control the flow of bank credit to 
business and industry. 

Another proposal scheduled for 
consideration is legislation to in- 
crease the Federal Deposit Insurance 
Corporation’s guarantee of bank de- 
posits from $5,000 to $10,000. 

Securities and Exchange Commis- 
Sion legislative recommendations 
present another list of proposals for 
Congress’ consideration. The SEC 


now possessed by the Interstate Com- 








GULF OIL 


One of a series of advertisements ¢ 


| thorize the ICC 





“POSTALIZED" 


oa 


TRAVELIN 


F “postalized transportation rates” + 
were in effect, a New Yorker could 
travel to California for a railroad 
fare of $6—if he rode in a coach. 
Such is the revolutionary scope of 
@& proposal advanced by John A. 
Hastings, former member of the New 
York State Senate, which is receiv- 
ing official notice in Washington. 
Marion M. Caskie, Chairman of the 
Interstate Commerce Commission, in 
a letter to Chairman Wheeler of the 





RAILWAY RATES: 
G 3,000 MILES FOR $6 


tation,’” Mr. Hastings has explained, 4 
“we mean elimination of the distance 
factor in setting rates, outside of ur- 
ban and suburban whereby 
passenger fares would be fixed at, 
say, $1 in coaches for any trip within 
the time zones of the nation.” 
Under the plan, Congress would 
create a Railroad Authority similar to 
the New York Port Authority, to di- 
rect operations of the “postalization” 
system, although actual operation of 


— 


the roads would be kept under prie 
vate control. 

With “postalized transportation” in 
effect, anyone in the United States 
could, for example, visit either the 
New York or San Francisco 1939 
World’s Fairs, or could visit Califor- 
nia or Florida, for a railroad fare 
ranging from $1 to a maximum of 
$6, regardless of the starting point. 
Backers of the proposal contend it 


areas, 





Senate Interstate Commerce Com- 





would restore prosperity. 








mittee, suggested that Congress au- 
to investigate rail- | 
road “postalization.” 

“By the term ‘postalizing transpor- 
railroads. The SEC also would like 
to extend its powers over bank hold- 
ing companies and investment trusts. 

One net result of Congress’ action 
is expected to be termination of busi- 
ness’ uncertainty to whether 
many of the emergency powers are 
to be made a permanent part of the 
Government’s authority. 
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BEGIN THE NEW YEAR 
WITH A COMPLETE RECORD OF 
YOUR INVESTMENTS 


Save trips to your safe deposit box; have all the information you ordi« 
narily require concerning your bond investments entered in this handy 
loose-leaf record. Keep it in your desk. The forms are so arranged and 
simplified that anyone can fill in the data in brief time. 

Then you have a complete record of the essen- 
tial details—where the securitiesare kept;descrip- 







tion of each issue, amount, maturity; interest 
or dividend dates; prices paid or received; 
when and where purchased or sold; taxablesta- 
tus, etc. Particularly when making out income 
tax returns this ready data saves time and work. 
We shall be glad to send you a loose-leaf 
binder containing sufficient forms for the ordi- 
nary investor's holdings—more if you need them 
—entirely without obligation. Ask for Security Record Book us- 40 


CHICAGO, 201 SO. LA SALLE STREET + NEW YORK, 35 WALL STREET 
AND OTHER PRINCIPAL CITIES 





TORONTO STOCK EXCHANGE 
60 KING STREET W. - TORONTO 











HALSEY, STUART & CO. Inc. 
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The Astonished Ghost of Samuel Kier 


A young petroleum chemist is at work in an industrial laboratory. The ghostly 
figure of a bearded gentleman floats through the window and perches on the table. 


Ghost: Pardon me, young man. Isn’t that has turned out to be one of the most 
rock oil you’re working with? useful substances ever known! It’s 
made life easier forevery man,woman, 
Chemist: Why ves, I believe it used to be called onh kh in Dmsions 
that many years ago. We call it petro- 
leum today. Say, whoare youanyway! Ghost: You don’t say so? Now that I think 
of it, my circulars did state that the 
Ghost: Sir, I am the ghost of Samuel Kier, medicine had wonderful powers. 
one-time resident of Pittsburgh, Pa. 
Chemist: Powers you never dreamed of! Do you 
Chemist: Aren’t you the fellow who played realize that cheap fuel from petro- 
around with petroleum back in the leum helps make it possible for two 
1840’s, before the first oil well was out of every three families in this 
drilled? country to run a car? Where do you 
think the airplane, the oil-driven ship, 
Ghost: That’s right. The stuff turned up in the farmer’s tractor would be if it 
my salt wells, so I got the idea of sell- weren’t for petroleum? And mister, 
ing it for medicine. Tried distilling it our industries couldn’t turn a wheel 
into lamp oil, too, but I got pretty without petroleum lubricants! 
poor results. Do you think anything 
will ever come of it? Ghost: And I thought it was just medicine. 
Chemist: Why, Mr. Kier, that rock oil of yours ' Chemist: Yes, we’ve made medicines out of it, 


xUL 


ic a clearer rstanding of the 


unde 


F REFINING COMPANY - 


petroleum industry’s 


too... drugs, salves, anaesthetics. 
Not to mention perfumes, paints, 
plastics, bug-killers . . . more than 
2000 useful products. But say—that 
isn’t a patch on what we expect to ° 


do with petroleum. 


Ghost: Don’t tell me there are still more 
wonders to come! 

Chemist: Plenty more. Foods, synthetic rubber, 

* artificial leather, soaps, dyes, and a 

thousand-and-one other things may 

some day be made commercially from 

your rock oil. The petroleum industry 

; is spending 12 million dollars a year 

on research . . . and new industries, 

new jobs, are going to come out of it. 

Ghost: So America has come from rock oil to 


this in three generations! Young man, 
I was born in the right country... but 
I lived in the wrong century. 





Gulf Building 


contribution to better living in 


, Pittsburgh, Pa. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 


GEORGE WASHINGTON 


he Wiatied SAAS WES 


January 23, 1939 


Vol. 7, No. 4 


“1 wholly disapprove of what you say but will 


defend to the death your right to say it.” 


VOLTAIRE 




















=i 


EARLY ten years have gone by’ since the days of 
1929 when the nation had incurred a debt of 250 
billion dollars. 

Today, notwithstanding various changes in the 
character of the debt structure, the same amount of debt 
is outstanding. 

President Roosevelt recently pointed to this statistical 
fact as a sign that in a sense America was really no worse 
off than in 1929 and that hence the size of the debt should 
not be alarming. 

But the presence of 250 billions of debt contributed to 
the collapse of our economic system in 1929, and the pres- 
ence of the 250 billion dollars of gross debt today impedes 
a sound and substantial recovery. 

There have been, ever since the beginning of time and 
probably there always will be, only two main attributes 
of an economic depression and a recovery therefrom. 

One is readjustment of old debt. 

The other is the creation of new credits. 

For ten years now we have been struggling with these 
two factors, nibbling at each but really not tackling either 
one on a broad and aggressive scale. 


FEDERAL DEBT Both the Hoover and Roose- 
velt Administrations employed 
DENIES FIRM 


the principle of federal govern- 

‘ mental intervention to readjust 
RECOVERY BASE debt and to furnish new credits 
but the net effect has been to build up the federal govern- 
ment’s own debt and to fail to furnish the necessary liqui- 
dation of 1929 debt so that recovery by means of new 
credits could be begun on really a firm basis. 

When President Hoover launched the National Credit 
Corporation in 1931 and later the Reconstruction Finance 
Corporation in 1932 he recognized that industry and 
finance could not handle the terrific wave of deflation 
which had then set in and that the backing of the federal 
Treasury was needed to maintain public confidence and 
the social order. Even this failed to stem the tide and the 
bank holiday of 1933 resulted from a failure of the Ameri- 
can people to digest or absorb the 1929 debt which had 
then been hanging over the country for nearly four years. 

Mr. Roosevelt’s remedy has been only partially success- 
ful. He has succeeded in caring for the unemployed 
through an expensive system of relief. He has set in mo- 
tion several devices for debt readjustment, such as the 
Home Owners’ Loan Corporation and the Farm Credit 
Administration and he has given sanction to laws for re- 
adjustment of corporate debt. 

These mechanisms have worked well so far as they have 
gone but they have affected a negligible proportion of the 
total debt of the nation. We still have hanging over us 
the 1929 debt and we have by no means made even a start 
on the gigantic task of debt readjustment which has faced 
us for nearly ten years. We have lost a whole decade. 
When will we begin? 

Two successful jobs of debt readjustment have been 
done. One is in the Home Owners Loan Corporation, 
where at least a billion dollars of debt has been reduced 
through refinancing operations and the other is in the 
farm field where the Farm Security Administration of the 
Department of Agriculture and the Farm Credit Admin- 
istration have done a magnificent piece of debt revision. 
Farm debt on the whole has been reduced by nearly 25 
per cent. 

The country is not as familiar as it should be with the 
reconciliation of debt which has been accomplished among 
the farmers by the present Administration. This debt ad- 
justment activity has had two phases. On the first the 
Farm Credit Administration reduced mortgage debt by 
negotiation affecting nearly 1,000,000 farms. On the 
second, the Farm Security Administration adjusted per- 
sonal debt as well as mortgage debt through formal nego- 
tiation. Approximately 90,000 cases have been dealt with 
by the Farm Security Administration and its predecessors. 
The total reduction of debt through this activity alone 

has been more than $200,000,000, but the number of in- 
stances in which interest has been cut or extensions of 
payment have been arranged is by no means reflected in 
the above sum. 


How have these debt adjust- 


RURAL DEBT ments been made? Entirely 
ADJUSTMENTS through the aid of local county 
POINT THE WAY ei boards, consisting of 


ommittees of three to five per- 
sons, a majority representing creditor interest and a mi- 
nority representing debtor interests. Usually a banker, a 
merchant a lawyer, or perhaps a preacher, or a promi- 


THE Lost DECADE 


Debts Incurred in 1929 Have Not Yet Been Liquidated in 1939, and Opportunities 
to Start Recovery on a Sound Basis Have Been Thereby Neglected— 
Need for Revision of Laws for Debt Keceonciliation 
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By DAVID LAWRENCE 


nent farmer have served on these committees without pay, 
except individual expenses covering perhaps a dollar or 
two dollars a day. 

In most instances where there has been a refinancing 
of debt, the farmer has been given a fresh start. Now the 
government has by no means furnished the new capital in 
all cases. Loans from banks, advances from private indi- 
viduals and some credits from local business men have 
been obtained for the benefit of the debtors. 

Nor have these new debt contracts been entirely on a 
uniform basis. Different percentages of scaling down 
have been arranged for different types of indebtedness but 
the whole arrangement in final form has seemed equitable 
to all concerned. The debt contract itself is less than 150 
words and is a model of simplicity. 


WHY NOT HELP Why should this debt recon- 
ciliation machinery have been 
CITY BUSINESS 


made available to farmers and 
TO SCALE DEBTS? not to residents of our cities— 

especially the small business 
man? Who intervenes or mediates for the little business 
man when he tries to adjust a burdensome debt? Who 
comes forward to advance money for a cash settlement 
in lump sum of existing debts? Could not a machinery be 
provided for the adjustment of urban debt along the same 
lines as has been accomplished among the farmers? 

These are practical questions which go to the heart of 
the recovery problem. 

The situation of course, is related not merely to indi- 
viduals or small businesses. There are adjustments to be’ 
made in some of the moderately sized corporations. The 
revision of the bankruptcy laws has left much to be de- 
sired. Actually very few readjustments have been con- 
sumated. A going concern does not, as a rule, dare to make 
a public readjustment of debts such as has to be accom- 
plished in a court under the provisions of “Section 77-B” of 
the recently amended bankruptcy laws. 

The danger to the credit reputation of a company which 
openly rearranges its debts through court procedure is 
such that its customer relations may be impaired. Cer- 
tainly future credits are often made impossible by public 
disclosure of old debt problems. 

Yet these very dilemmas are the ones hanging over 
from 1929. Employment cannot be increased unless the 
managers or owners of the countless small businesses 
throughout the country are given an opportunity to cut 
down to sensible size their old debts contracted in another 
era, and to get capital with which to refinance these debts 
under a plan that affords the owners and managers, who 
are often the very spirit of the enterprise itself, a chance 
to earn a fair reward. 

And what is the situation in respect to debts to closed 
banks? Lump sum settlements could be made in numer- 
ous instances there, too, by encouraging the borrowing of 
capital outside. But a going concern nowadays must 
make a showing amounting almost to insolvency before 
receivers of closed banks can accept a scaling down and 
in that connection the approval of the courts must also 
be obtained. Here again public disclosures are damag- 
ing—just as injurious as would be the publication of in- 
come tax returns of corporations generally. 

Could not the Reconstruction Finance Corporation 
liquidate these closed bank assets and permit government 
commissioners to make direct settlements by lump sum 
subject to review and examination, of course, by exam- 
iners from other credit agencies so that an absolute check 
against any possible abuse of discretion could be assured. 
The Bureau of Internal Revenue is making such settle- 
ments every day as a matter of routine and is trusted to 
act in the public interest. Other agencies can be given 


trustworthy personnel, too. 

MONEY GOING If lump sum payments were 
made on debts to closed banks, 

TO DEPOSITORS huge cash returns would flow back 

A BUSINESS AID to depositors now—at a time 


when they need it—rather than 
five or ten or fifteen years hence. And the businesses 
which will have reorganized their debt would be given 
new stimulus and would be able to get new capital for 
expansion. 

Clearly we have not given attention to the many ways 
in which the corporate structures and the little businesses 
of the country could be helped to increase their payrolls. 

Another important method lies through the granting 
of deductions on income taxes. Thus a company or 
individual paying off debt contracted before 1932 or 1933 
when the bank crash occurred, ought to be permitted some 
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relief from taxes so that more of the net income can be 
applied to debt reduction. As it is today, when profits are 
made, about 20 per cent goes to taxes and the remainder, 
if applied in too large quantities to debt reduction, would 
leave an insufficient supply of working capital in a com- 
pany whose credit status at the bank is none too good 
anyhow because of its disastrous experience of a few 
years before. 


The Twentieth Century Fund 


URGENT NEED ; 

— a philanthropic foundation — 
OF FINANCING has financed a study of “Debts 
READJUSTMENTS ana Recovery” by a committee of 


business men, financiers and econ- 
omists and the results are particularly pertinent. The 
President quoted from this study in his message to Con- 
gress when he referred to the 250 billions of debt. The 
published book gives the variations in the debt structure 
and sums up objectively what has been happening in debt 
readjustment. Some of the results have been disappoint- 
ing. The committee of experts says: 

“The Committee is convinced that many of the 
fundamental weaknesses of our economic order spring 
from the character of our debt structure. The finan- 
cial pattern of business is at best only a distorted re- 
flection of the objective re>lities of the production, 
distribution, sele, ard vse of goods and servir2s. To 
cast a large part of that patcern into the rigid mold 
of debt is dangerous. It represents an attempt to 
make immutable a set of valuations which at best re- 
flect ill-formulated estimates of an uncertain future. 
In the face of such a major economic upset as 1929- 
1933, the effort to make changed economic realities 
fit the financial pattern of ‘normal times’ may be dis- 
astrous.” 

The Committee summarizes its own findings and recom- 
mendations as follows: 


“1, The existing laws and administrative rules 
which favor debt financing by forcing insurance com- 
panies, savings banks, and trustees to invest almost 
entirely in debts should be relaxed and perhaps event- 
ually abolished. 

“2. Further new and refunding issues of securities 
by the Federal, state, and local governments should 
not carry exemption from income taxes. 

“3. The federal and state governments and regu- 
latory agencies should strive to discourage debt 
financing rather than to encourage it, as they now 
do through income tax policy, regulation of utility 
rates, and control of local government debts. 

“4, Plans for the repayment of debts should be 
related to the probable economic life and earning 
power of the underlying assets. 

“5 Appraisal of assets underlying debts should 
be made more systematic and objective. 

“6. The present situation does not warrant im- 
mediate removal of existing mortgage moratoria, but 
plans should be laid for their gradual elimination by 
a tapering-off process to begin as soon as business con- 
ditions improve enough to justify it. 

“7, Recent changes in the laws governing bank- 
ruptcy, corporate reorganization, etc., have followed 
sound lines. The Committee urges that further re- 
form should a‘m to secure conversion of debt into di- 
rect ownership in corporate reorganizations, and to 
increase the flexibility of debt contracts. 

“8. While the need of systematic information on 
the debt prob'cm hes been recognized by setting up a 
debt section in the United States Bureau of Foreign 
and Domestic Commerce, a great deal should still be 
done by the federal government and private agencies 
to improve available information on the debt problem.” 


REMEDIES GOOD We need not concur in all the 
foregoing recommendations and 
IF PLACED ON 


yet it is plain to see that the Com- 
BROADER SCALE mittee has rightly put its empha- 

sis on the major points involving 
our whole debt structure as it relates to recovery. 

There are many ways to encourage recovery through 
attention to the debt structure. On this page last week 
suggestions were made with respect to the problem of 
financing on a long term basis the small businesses of the 
country and particularly those which might need from 
$10,000 to $1,000,000—the area in which investment bank- 
ing facilities are usually lacking. 

But to readjust old debt is the paramount necessity to- 
day in order to build a sound recovery. Congress could 
employ its time and energies efiectively at this session 
on this problem of debt readjustment by providing more 
flexible laws for corporate reorganization and better 
mechanisms for the citizen and particularly the small 
business man to refinance existing debts within true ca- 
pacity to repay. When will we begin debt readjustment 
in earnest? 
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